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NATIONAL POLICY AND ISSUES 


STUDY DENG'S "SELECTED WORKS’ TO READJUST ENTERPRISES 
Beijing QIYE GUANLI in Chinese No 10, 5 Oct 83 pp 3-5 


[Article by Zhang Jingfu [1728 0513 1133]: "Make a Serious Study of the 
"Selected Works of Deng Xiaoping’ To Do a Good Job in Readjusting Enterprises"] 


[Text] The publication of the "Selected Works of Deng Xiaoping" is a big event 
in China's political life. The Central Committee of the CPC has already is- 
sued a notice demanding that the entire party study them. Such study consti- 
tutes important ideological preparation for comprehensive consolidation of the 
party organization that will begin this fall and winter. This consolidation 
will above all begin with ideological rectification. Its goal is to unite the 
entire party's understanding firmly with the Marxist line established by the 
Third Plenum of the 11th Central Committee and by the 12th Party Congress. 
Study of the "Selected Works" is of extremely great significance to the strength- 
ening of the party's ideological unity. The "Selected Works" systematically 
reflect the correct party leadership as represented by Comrade Deng Xiaoping. 
They also reflect the comprehensive rectification work and struggle directed 
against the damage done by the "gang of four" in 1975; the struggle (occurring 
after the smashing of the “gang of four" and before the Third Plenum of the 
llth Central Committee) to correct the erroneous “two whatevers" and to estab- 
lish anew the Marxist ideological, political, and organizational lines; and 

the struggle after the Third Plenum to bring complete order out of chaos, to 
profoundly summarize historical experiences (especially the lessons of "left- 
ist" errors before and during the "Great Proletarian Cultural Revolution"), 

to establish socialist modernization as the focus of the party's work, and to 
build a distinctively Chinese form of socialism. This set of brilliant volumes 
displays Comrade Xiaoping's creative initiative on a series of major questions, 
as well as his drawing on collective wisdom and his absorption of all useful 
ideas, his adherence to democratic centralism and the mass line, and his oppo- 
sition to personality cults and arbitrary personal decisions. In this sense, 
the "Selected Works" are also the collective creation of correct opinions within 
the Central Committee. Serious study of the "Selected Works" can help us fur- 
ther understand the following: the history of this period of great turning by 
the party; the origin and development of the line adopted by the Third Plenum 
of the llth Central Committee; the main content and guarantee of the correct 
road (proposed by the 12th Party Congress) to the building of a distinctively 
Chinese form of socialism; and the new achievements by our party in upholding 
and enriching Mao Zedong Thought under new historical conditions. 














When discussing and studying the readjustment of enterprises, we must learn 
well from the sections of Comrade Xiaoping's selected works that are relevant 
to readjustment. These sections, we hear, were studied right away by many 
comrades; they are now being studied again with redoubled care. When Comrade 
Xiaoping managed the work in 1975, eight articles relevant thereto were aimed 
directly at smashing the "gang of four" and at struggling against them. Now 
the circumstances are different. Recause the "gang of four" has been over- 
thrown, there has been a correct Marxist line since the Third Plenum of the 
llth Central Committee, and order has been brought out of chaos. After the 
overthrow of the "gang of four" we underwent a restorative readjustment. The 
present readjustment is one of enhancement. Circumstances are always develop- 
ing, but the spirit of Comrade Xiaoping's selected works is still a powerful 
ideological weapon in the guidance of the present readjustment of enterprises. 
Comrade Xiaoping says that the key to readjustment is the question of leading 
groups, which dare to lead. In addition, there is « certain spirit that still 
serves as a pov.2rful ideological weapon in our present em»hasis on readjust- 
ment of enterprises. The paramount issue in 1975 was the struggle against the 
“gang of four" and opposition to the damage it did; after its overthrow, the 
paramount issue was restorative readjustment. Now it is an enhancing readjust- 
ment. Leading groups must realize the "four modernizations"--i.e., make them- 
selves more revolutionary, younger in average age, better educated, and profes- 
sionally more competent. They still must "dare to do," work hard and be prom- 
ising, be brave in reform, and be able to make breakthroughs. At a meeting on 
industry and communciations last year, the ieading comrades of the Central 
Committee looked at a brief report by Comrade Wang Daming [3769 1129 2494], who 
wrote that the readjustment of leading groups requires selection of “reasonable 
persons." The leading comrades pointed out that this problem is of extreme im- 
portance. They also at*ached importance to the experience of Heilongjiang's 
Party Committe, which dared to "bite the bullet." This year, the leading com 
rades of the Central Committee have also pointed out frequently that the key 

to the readjustment of our enterprises is still the question of leading groups. 
Recently, Comrades Xiaoping and Yoabang have issued frequent directives and 
written comments on this question, stressing the importance of leading groups’ 
spiritual condition. That is, such groups must rouse their spirit and be able 
to make breakthroughs. We must conscientiously grasp this spirit, seize this 
ideological weapon, and, in light of the present reality in our enterprises, 
resolve the question of leading groups. About 60 percent of the leading groups 
in large and medium enterprises have now been completely readjusted. Of course, 
we still have here the problem of high standards. Therefore, we must earnestiy 
Study the spirit of the Selected Works of Comrade Xiaoping and seize this 
ideological weapon. With great determination and a faster pace, we must prop- 
erly readjust our enterprises’ leading groups and suit them to the needs of 
realizing the magnificent goal set by the 12th Congress of the CPC. They must 
become groups of the "four modernizations” that make breakthroughs. To resolve 
the question of leading groups in our enterprises, we must not begrudge capital. 
Internally, enterprises must free their thinking and develop their potential, 
because talented personnel are already there. Thev should also resolve to be- 
gin with advanced units or other areas and strengthen key enterprises (especi- 
ally key construction units and large and medium key enterprises) with groups 
that meet the demands of the "four modernizations" and make breakthroughs. 














China probably has more than 2,300 large and medium key enterprises. They 

make up the important sector of the national economy, and their leading 

groups have to be well distributed. Good leading groups can build contingents 
of good workers and staff members--a very important point. We must enhance 

the quality of our enterprises, which means primarily the quality of their per- 
sonnel. These personnel include leading groups, workers and staff members, who 
are the decisive factor in the cuality of an enterprise. According to data 

from the All-China Commission for Worker and Staff Member education, the current 
status of these emplcyees is as follows: China has 40 million skilled workers 
in industry, 70 percent of whom are at grade 3 or below; economic departments 
have more than 10 million cadres of every type, 70 percent of whom have a jun- 
ior middle school education or less; 30 million young workers and staff members 
and workers, and staff members in the prime of life need remedial work, and not 
just "double remedial work" but "triple remedial work" as well. In other words, 
they need not only educational and technical instruction but also classes in 
politics and ideology. Every system--including railroads, metallurgy, coal and 
light industry--reflects these conditions to varying degrees. Sine the qual- 
ity of workers and staff members is too low, we need to stress improvement reso- 
lutely. Our current workers and staff members are the force upon which we now 
primarily depend. Therefore, they must all receive remedial work and new train- 
ing. The latter applies to factory directors and managers, as well as to com- 
rades working On economic committees. Recently, Comrade Ziyang also pointed 

out that factory directo«s must be tested. We must not begrudge increased in- 
vestment in intellectual development. The mechanism and strength of workers' 
and staff members' education must be stronger. Once the question of leading 
groups is resolved, the question of worker quality will be easy to handle. 

The essence of competition among enterprises is competition among their products; 
the essence of product competition is technique, whose essence is a matter of 
qualified personnel. Everything depends on human effort, so people are the 
decisive element. We must first resolve the question of leading groups, and 
then stress the building of contingents of workers and staff members. 


I recently went to the northeast to lcok at several plants, and the one that 
left me with an eSpecially profound impression was the Acheng Electrical Relay 
Plant. It had no work group of cadres sent there by the province to gain first- 
hand experience, because the provincial party committee believed that the plant 
"taught itself to become useful," handled readjustment well by itself, and had 
already been checked and accepted. Beginning in 1981, this unit emphasized 

that because of interference by the "Great Proletarian Cultural Revolution," 

it had been affected with serious factionalism. Comrade Wang Shuben [3769 2885 
2609], the new secretary, was once in coal mining. After his appointment, 

this comrade stressed the question of leading groups, earnestly studied and 
earried out the spirit of the documents from the party's Third Plenum, enhanced 
understanding, united thinking with the Central Committee line, and stuck with 
the Central Committee completely. Once right and wrong were clearly distin- 
guished, he emphasized the resolution of the question of the leading groups and 
carried it through along organizational lines. The plant's original groups, 
known as the "18 halves," now number 8. What were these "18 halves?" The 

plant had a production section chief who was recommended for promotion to deputy 
plant director three times but was rejected each time because he had oversees 
connections. This comrade was an economist familiar with plant conditions, 











experienced at enterprise management, and able to make managerial and adminis- 
trative decisions. When the masses recommended him a fourth time, the provin- 
cial and municipal party committees supported him and elevated him to plant 
director and deputy secretary. They also promoted several middle-aged and 
young key technical personnel. With a relatively capable ‘eading group and 

a new outlook, the plant has become one of the province's advanced units. 
After this leading group arose, I was greatly inspired by the following words: 
Starting with the plant's actual conditions, “Let us pay attention to the use 
of personnel, fix our eyes on products, work on administration, and have the 
workers’ and staff members’ lives at heart." The leading group has utilized 
the spirit of reform, and step by step and in a planned way it has completely 
readjusted the enterprise and put it in complete order. The plant's Standing 
Committee appoints able persons, carries out the party's general and specific 
policies, and handles the leading-group question fairly well. Hence, workers 
and staff members show satisfaction. In terms of products, the plant is going 
in the direction of stressing improvement of industrial electrical equipment 
and development of electrical appliances for civil use. It has already made 

a timer that is essential for washing machines--I now want to do propaganda 
work for this plant. We always used to think that our own products would not 
do, and timers were always imported. Now we have overcome this problem, and 
the import-export department must guarantee quality and no longer import 
blindly. Tie plant's technical personnel told me that they have really over- 
come this problem. There is one other novelty, and that is the “contribution 
floor." Whoever makes a contribution stays there: that is the criterion. 
There is no ceed for appraisal through discussion, so a healthy atmosphere 
prevails, 


We must be determined to make leading groups meet the requirements of the 
"four modernizations," "dare to do," work hard and be pronising, be brave in 
reform, and be able to make breakthroughs. 


Today we again study the selected works of Comrade Xiaoping, which requires 
us to "dare to do" in readjusting enterprises. This has real significance in 
terms of guidance and is greatly relevant. Last year the leading comrades of 
the Central Committee spoke of the necessity of daring to “bite the bullet"-- 
in other words, daring to tackle those very difficult problems, Only through 
steadiness, precision, distinction between right and wrong, and daring can we 
have a new atmosphere. We will arouse people's enthusiasm by resolving the 
question of leading groups, building contingents of good workers and staff 
members, carrying on the good traditions of ideological and political work, 
overcoming "leftist" influence, implementing the principle of material bene- 
fits, distributing them according to work, and operating the responsibility 
system well. As long asthe people's enthusiasm is aroused, we will make 
breakthroughs. 


12465 
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NATIONAL PCLICY AND ISSIFS 


PROBLEMS OF LAX FINANCIAL DISCIPLINE IN PRC REVIEWED 
Guangzhou NANFANG RIBAO in Chinese 28 Nov 83 p 4 


[Article by Huang Senhua [7806 2773 5478]: "Financial and Economic Discipline 
Must Not Be Relaxed] 


[Text] During the period from 1978 to 1982, the gross social output value of 
our country increased 33.6 percent, but our revenue declined 3.3 percent. 
During these 4 years, the total output value of Guangdong Province increased 
38.7 percent, its export volume doubled and its urban and rural people's 
savings deposits increased 2.5 times but its revenue increased only 1 percent. 
This situation is caused by many factors. However, an important one is lax 
financial and economic discipline. 


In the past few years, China has conducted reforms of its financial systems 
and basically changed the phenomena of “unified revenue and expenditure" and 
“eating out of the same big pot." China has also expanded the autonomy and 
aroused the enthusiasm of enterprises, developed production, increased profits 
and achieved marked results. However, due to lax financial and economic dis- 
cipline, these efforts have also resulted in the decentralization of funds, 
which has prevented major state construction projects from getting their funds, 
as well as enormous waste and unhealthy tendencies. Instead of spending time 
ard exerting efforts on improving management and economic results, some enter- 
prises fix their eyes on state revenue, trying to cover up their problems of 
poor management and to benefit from retaining above-quota profits. Since some 
localities and departments have arbitrarily reduced and remitted taxes, some 
backward enterprises can substantially increase their profits without making 
much effort. Relying on tax reduction and remission, these enterprises can 
compete with advanced enterprises for raw materials and energy resources, 
undermining the normal production of advanced enterprises. Some obsolete enter- 
prises can survive because of arbitrary tax reduction and remission. As a 
result, taxes have lost the function of an economic lever. Some enterprises 
first use tax reduction and remission to develop their production and then use 
such means as the so-called surplus profit reward to take away large amounts 
of state revenue. The income of these enterprises and their staff and workers 
are, therefore, several times higher than their advanced counterparts. Some 
enterprises resort to special treatment and fraud to acquire large amounts of 
funds and then willfully waste them under all sorts of pretexts, creating a 
very bad influence. Some enterprises which are supposed to pay taxes in 











accordance with regulations refuse to report to tax bureaus. After they are 
discovered, they not only refuse to pay the penalty but also refuse to pay the 
original amount of evaded taxes. If we fail to enforce financial and economic 
discipline, such unhealthy tendencies and evil practices will quickly spread 
and throw socialist economic management into great chaos. 


The CPC Central Committee has repeatedly urged us to strengthen financial 
supervision and enforce financial and economic discipline. However, the 
phenomena of violating financial and economic discipline and everyone doing 
things in his own way have not been fundamentally corrected. There are two 
reasons: 1) Some comrades consider strengthening financial supervision and 
enforcing financial and economic discipline as contrclling, checking and 
suppressing them or even as fettering production and obstricting them from 
enlivening the economy; and 2) we are afraid to punish severely those who 

have seriously violated financial and economic discipline but refuse to mend 
their ways in spite of repeated education. A nationwide financial and economic 
discipline inspection is now being carried out. We will be unable to enact 
inspections conscientiously and improve our ways unless we clearly understand 
the need to enforce financial and economic discipline and the serious conse- 
quences caused by lax financial and economic discipline over the past few years. 
Enterprises and units which have seriously violated financial and economic dis- 
cirpline and refuse to pay voluntarily what they owe should be fined according 
to the seriousness of their cases. According to regulations, all fines must 

be deducted from profits that may be retained by enterprises and units. At 

the same time, people involved in serious cases of legal and discipline viola- 
tion should be punished by withholding their bonuses, by demotiig them or re- 
moving them from their positions. We must investigate the legaa responsibility, 
recover econonic losses and never legalize illegal gains. Only by defending 
the dignity of financial and economic discipline can we bring into full play 

the function of financial and tax departments. Only by successfully strengthen- 
ing financial and economic discipline can we effectively recover all money that 
originally belonged to the state, centralize all decentralized funds that need 
to be centralized, correct unhealthy tendencies in the economic field and spur 
enterprises to improve management and economic results. 


12302 
CSO: 4006/165 











ECONOMIC MANAGEMENT 


PROBLEMS OF OVERLAPPING CONSTRUCTION, POOK EFFICIENCY 


Beijing JINGJI LILUN YU JINGJI GUANLI [ECONOMIC THEORY AMD BUSINESS MANAGEMENT] 
No 5, 25 Oct 83 pp 8-12 


[Article by Xu Wentong [1776 2429 6639]: "Overcome Overlapping Construction 
and Improve the Efficiency of Capital Construction Investment") 


[Text] Comrade Hu Yaobang points out in his report to the 12th CPC Congress: 
"During the period of the Sixth 5-year Plan, which is from 1981 to 1985, we must 
continuous!y and unswervingly implement the principle of readjusting, restruc- 
turing, consolidating and upgrading, practice strict economy, oppose waste and 
shift all economic work to a course based on improving economic results.” He 
also points out: “In order to fulfill the /ighting goal set for the next 20 
years, necessary funds musv be centralized by the state to carry out major con- 
struction projects in order of importance and urgency." 


Large numbers of overlapping capital construction prejects are harmfui to the 
improvement of the efficiency of capital construction investment and the cen- 
tralization of necessary funds for major construction projects. 


Overlapping is a long-standing problem in capital construction. A.though we 
have adopted some specific measures in the past, we have not achieved any notice- 
able results. We need to conduct a closer study of this issue. 


The main expressions of overlapping capital construction are as follows: 


l. As far as the nation or a certain department or industry is concerned, 
overlapping enterprises have been built, blindly disregarding the fact that 
their production capacity has exceeded social demand or that their products 

have beenunmarketable or stockpiled for a long time. For instance, many walk- 
ing tractor plants have been built in 28 provinces, municipalities and auto- 
nomous regions in our country. Shandong, Henan and Hebei Provinces each have 
built more than 10 euch plants. The average production capacity of these plants 
is over 2,000 tractors. The fewer products a plant turns out, the lower its 
investment efficiency will be. Plants with an annual pruduction capacity of 
more than 5,000 tractors need an average of 1,170 yuan in investment for pro- 
ducing each set, but plants with an annual production capacity of under 1,000 
sets need as much as 6,888 yuan. It is estimated that our country needs only 
some 20 walking tractor plants. There are 130 automobile plants in 26 provinces, 














municipalities and autonomous regions in our country. The annual production 
capacity of more than 110 plants is below 1,000 cars, and that of 17 plants is 
below 100 cars. There are also a few plants producing only a few cars every 
year. At these plants, production of a car costs 20,000 to 30,000 yuan, one 

to two times nigher than at the No 1 Vehicle Plant engaging in mass production. 
There are several hundred internal-combustion engine plants in our country with 
an average annual production capacity of 130,000 horsepower. However, except 
for 20 large plants, others only have an average of 7-horsepower annua! produc- 
tion capacity. Plants producing similar-model products also overlap. For 
example, there are 28 plants in the country producing Model-195 12-horsepower 
diesel engines. Several hundred bearing plants have been built in our country, 
but based on analyses, only 20 to 30 are needed. 


As far as the regions are concerned, overlapping construction is also quite 
serious. According to statistics compiled in Liaoning Province on 19 indus- 
tries and products, 3,823 construction projects overlap. Among the 375 state- 
run machinery plants in Henan Province, only 75 are specialized plants; the other 
300 are general product plants. Overlapping and blind construction is even more 
serious in commune- and brigade--un enterprises. For example, Wujin County 
alone has built 68 steel window plants, and Wuxi County has built 106 elec- 

tric fan plants. There are over 10,000 machine-processing plants in Jiangsu 
Province. Their production orders in 1981 accounted for only 20 percent of 
their production capacity in 1982, while another 21 machine-processing projects 
were being built in 1980. 


2. As far as the whole country is concerned, overlapping plants have been 
built in disregard of the fact that their production capacity has surpassed 

the supply of raw materials by a large margin. While Shanghai, Tianjin and 
Qingdao are unable to supply enough raw materials to tobacco plants, cotton 
mills, silk factories and tanneries which produce quality products at low cost, 
Henan, Hebei and Jiangsu Provinces are vigorously building small tobacco plants, 
small cotton mills, small silk factories and small tanneries. Hebei Province 
started construction of many cotton mills in 1980, equivalent to 42.1 percent 
of its original spindles. But cotton grown in Hebei Province was originally 
reserved for Shanghai and Qingdac. In 1979 our country had 1,496 wineries 

run by units at and above the county level with a production capacity of 3.5 
million tons, which could basically satisfy the market demand. However, in 
1980, 17 provinces and autonomous regions including Sichuan, Jilin, Henan and 
Anhui built 12,000 commune- and brigade-run wineries, nine times the original 
number of wineries. Zhangjiakou Prefecture produces 1.5 million leather hides 
every year, but it has five large tanneries with an annual production capacity 
of 8 million hides. Disregarding this fact, Zhanghiakou Prefecture built more 
than 200 small tanneries in the last 2 years. 


3. As far as the whole country is concerned, some problems of inadequate 
production capacity or weak links in production can be completely solved by 
breaking through barriers between different industries and seeking specialization 
and coordination. However, as a result of seeking "self-sufficient systems," 
"large and complete systems" and "small and complete systems," many new plants 
and workshops have been built instead. For example, in 19/78 a certain depart- 
ment planned and started construction of over 40 large and medium machine repair 








shops and auto repair shops. There are 82 machine repair shops, 51 foundries 
and 50 heat treatment and electroplate workshops run by units at and above the 
commune level in Luoyang City alone. There are 17 heat treatment workshops at 
the Luoyang Tractor Plant alone. Each of the Fengfeng and Handan coal mining 
bureaus in Handan City has a complete set of machine repair shops, warehouses 
and hospitals. Since the Handan Coal Mining Construction headquarters was es- 
tablished, another set of machine repair shops, warehouses and hospitals has 
been built. In other words, three sets of similar projects have been built in 
one place. 


4. Judged from the situation of the whole country, when certain industries 
suffer from inadequate production capacity, we need to increase their produc- 
tion capacity in a planned manner. However, on this occasion, people have al- 
ways rushed headlong into mass production, surpassing the planned growth rates, 
causing surplus production and changing a short supply into an oversupply. 

In 1982, the departments concerned under the State Council pointed out: "At 
present there are over 240 enterprises producing bicycles, sewing machines and 
wristwatches, 60 percent more than the planned figure.... This blind develop- 
ment is bound to result in a waste of state funds, substandard products, poor 
economic results, oversupply or stockpiling." Electric meters were originally 
in short supply. We should have increased our production capacity in a planned 
manner. However, as a result of blind mass production, the number of enter- 
prises producing electric meters jumped suddenly from 20 to 1,000. In 1981 
production of electric meters doubled the plan, causing serious stockpiling. 


The problem of overlapping construction has not been fundamentally solved. 
The number of plants closed and suspended in the first 10 months of 1981 was 
nearly the same as the number built during the same period. Those owned by 
collectives accounted for 93 percent. Most of these newly built plants are 
small machinery plants, small knitting mills, small wineries and small tanneries. 


Overlapping construction has destroyed the planned and balanced development of 
the national economy and is detrimental to fulfilling the three major strategic 
tasks of the national economy--agriculture, energy and transportation and scien- 
tific research and education. It has destroyed the balance of production, 
supply and marketing; caused serious stockpiling of some products such as mach- 
inery; worsene. ‘he shortage of some raw materials and energy resources; hinder- 
ed the fulfillmen: of financial plans; wasted large amounts of manpower, funds 
and material resources; and reduced the economic efficiency of the society. 

It has also undermined the normal order of capital construction, expanded to a 
certain degree the scale of capital construction, extended the construction 
period and lowered the efficiency of investment. Judged from the overall situa- 
tion of the national economy, overlapping construction is unnecessary; the more 
overlapping projects we build, the greater harm we will do to our national 
economy. 


Overlapping construction is caused by many factors. A major factor is the errors 
in overall capital construction policies. 


First, under the long-term influence of an erroneous leftist guiding ideology, 
we have encouraged overlapping construction by failing to proceed from the 











actual conditions of China, being overanxious for quick results and pursuing 

a high speed in economic development, high targets in production and a large 
scale in capital construction. For example, since 10.7 million tons of steel 
were supposed to be produced by 1958, the whole country rushed headlong into 
building small blast furnaces. As a result, the state spent 25.1 billion yuan 
for this purpose from 1958 to 1960. However, only 7.7 billion yuan was turned 
into production capacity; the rest of the investment did not yield any results 
because it was either used to subsidize small blast furnaces and converters or 
to build projects which were later abandoned. As for another example, following 
1969, the principle of “taking war preparedness as a key" was put forward, the 
"five small industrial enterprises" were vigorously established and the number 
of industrial enterprises suddenly increased to more than 100,000. During the 
same period, several hundred major military projects were started all at once 
in third-line areas. Most were not examined and approved by the planning de- 
partments; they were blind, overlapping construction projects. In 1978 a com- 
pletely groundless high target--producing 60 million tons of steel by 1985--was 
set forth. This tends to make all departments and localities pursue a high 
speed in terms of their own needs and make them believe that their products are 
in short supply and that they need to catch up by starting new projects. Over- 
lapping construction is an inevitable outcome of blind construction without 
Studying the overall balance or seriously considering whether the production 
capacity needs to be increased, whether the products are marketable and whether 
the raw materials, fuel, electricity and communications and transportation are 
guaranteed. 


Second, we have practiced "departmental ownership" and "regional ownership" 

over a long period of time, dividing up the complete national economy by creat- 
ing many barriers between higher and lower levels and between different regions. 
We have also inappropriately established economically coordinated areas and pro- 
vincial industrial systems. Some departments and regions always carry out con- 
struction in terms of their own convenience. They all build "large and com- 
plete" or “small and complete" self-sufficient plants whether they are build- 
ing large-scale, multi-product integrated enterprises involving a complicated 
process or small-scale, single-product enterprises involving a simple process; 
or whether they are building newly developed industrial and mining areas which 
are far away from cities or enterprises in the same city. Many newly constructed 
units try to become self-sufficient by building their own water, electricity, 
communications and transportation systems and their own machine repair, electro- 
plating and other supplemental facilities. This has formed such a situation 
that the war industry, civil industry, central departments and local departments 
each have their own systems, creating insurmountable barriers between different 
regions, between regions and departments and between different departments, 
thereby artificially severing the internal links of economic activities and 
causing overlapping construction to spread unchecked. As a result of the over- 
lapping construction, many departments cannot live up to their full production 
capacity. 


Third, excessive channels and mismanagement of funds contribute another cause 
to the overlapping construction. There are as many as 30 to 40 channels of 
funds at present. They can be roughly classified into investment under state 
budget, funds raised by departments, localities and enterprises, funds for 


10 








enterprise technical transformation and equipment renewal, foreign loans, var- 
ious production loans provided by the Bank of China, the Construction Bank, the 
People's Bank and the Agricultural Bank and other loans provided by tax bureaus 
and investment companies. The various self-pooled funds, in particular, in- 
creased from 10.4 percent in the "First 5-year Plan" period to 35 percent in 
1981 with the investment of nearly 10 billion units of fixed assets owned by 
collectives. All these funds are controlled by different units in their own 
ways. They are not used or managed in a comprehensive and planned manner. 

Some of them have been included in the investment plan for fixed assets; some 
have not been included in any plan. As a result, when budgetary investment is 
reduced, extra-budgetary investment can be increased; when a capital construc- 
tion project is stopped, it can be carried out by using funds intended for 
enterprise technical transformation; when budgetary appropriations are reduced, 
they can be compensated with loans; and when central authorities decide to stop 
a project, local authorities can decide to continue it. Because the investment 
of different industries is arranged by different systems and because there is 
no overall balance, it is very difficult to control the direction in investment 
and avoid blindness. 


Fourth, a long-standing gap between the prices of raw materials and farm and 
sideline produce and their true value has to some extent caused overlapping 
construction in all localities. The prices of many raw materials and farm and 
sideline produce have been set too low for a long time. In order to pursue 
local interests, some localities with rich resources of raw material. prefer 

to build their own plants rather than give raw materials to technically advanced 
plants, large plants and plants that have existed for a long time, although 
their own plants will use more raw materials and have a higher cost of produc- 
tion and lower-quality products. 


Control over the prices, taxes and profit rates of certain products is overly 
strict, causing a long-standing gap between the profits of different industries, 
products and enterprises. This has to some extent encouraged the blind construc- 
tion of some high-profit plants which require small investments and a short con- 
struction period while discouraging investment in low-profit basic industries 
such as energy and communications which require large investments and a long 
construction period. As a result, products in short supply will be reduced, 

and products in excess supply will be increased. 


Fifth, the management of capital construction plans has been weak. First, we 
lack long-term plans. Unlike industrial and agricultural production, capital 
construction projects involve a complicated process, wide-range coordination 
and a long construction period. Most large and medium construction projects 
take more than a year. If the arrangement of capital construction tasks is 
based only on the situation of the current year, it will be very difficult to 
work out a proper construction scale, rational investment direction and correct 
projects. Over many years, China's capital construction tasks have been deter- 
mined by annual plans. Fixing projects on an annual basis can cause serious 
blindness. This year we begin a project because we notice the growing popular- 
ity of a certain product, and next year we will take up another project be- 
cause we will see another hot-selling product. Such plan management will make 
it very difficult for us to avoid overlapping construction. The decentralization 
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of planning power and the lack of unified plans have destroyed the links be- 
tween production and capital construction and the coordination between capital 
construction projects and equipment renewal and technical transfurmation pro- 
jects. Failing to adopt effective measures to intervene in overlapping con- 
struction has also facilitated the blind development of capital construction. 
Third, we have not conducted regional planning work. This work provides a 
general outline and basic direction for the distribution of capital construction 
projects in *he whole country. During the "First 5-year Plan” period, our 
country conducted regional planning in some major construction areas and ach- 
ieved relatively good results. Since then, planning work has actually been 
negated and suspended for a long period of time. All departments and locali- 
ties choose their own projects and find their own locations. All enterprises 
do things in their own way and work toward their own goals, creating great con- 
fusion in the overall layout of all localities and resulting in a large number 
of overlapping construction projects. For example, several plants of the same 
nature have been built simultaneously in the same area; there are two coal 
mining bases as well as two iron and steel plants facing each other across a 
river; and two machinery plants on the same street or next to each other have 
different foundries, electroplating workshops and spare parts workshops. 


Sixth, the low professional and managerial level of cadres in charge of capital 
construction is another cause of the blind, overlapping construction. Since we 
practice a management system based on construction units, all construction pre- 
paration organs are temporary. Their cadres are transferred from production 
units and most of them do not understand capital construction management. Al] 
they can do is to learn while they work. Under the guidance of te idea of 
"seeking quick results," "being fast" means everything in their mind. In order 
to be fast, they can sacrifice everything and do away with investigation, study, 
economic forecasting, feasibility studies and capital construction procedures. 
This has inevitably resulted in blind and overlapping construction. 


Overcoming overlapping construction is a top-priority task. It is required to 
fulfill the fighting goal set forth by the 12th CPC Congress and improve the 
investment results of capital construction. In view of the causes of overlap- 
ping construction, we should adopt the following measures to overcome this 
problem: 


We should arrange capital construction projects in accordance with the fighting 
goal of “striving to quadruple the gross value of national industrial and 
agricultural production on the prerequisite of continuously improving the eco- 
nomic results" set forth at the 12th CPC Congress as well as with the demand 

of considering “agriculture, energy and communications and education and sci- 
ence" as three major points of strategy. We should focus our manpower, material 
resources and money on these three points. On the prerequisite of guaranteeing 
the major projects, we should pay attention to the overall balance, combine 
major projects with general projects and bring about a planned and balanced 
development. We should prevent and avoid onesidedness in paying attention to 
major projects and taking care of general projects. 


We should formulate long-term plans on the basis of investigation, study and 
economic forecasting. In long-term plans, we should clarify which products 
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are in short supply and which are oversupplied. We should adopt effective mea- 
sures to forbid construction of new projects for products which are in abundant 
supply. As for products in short supply, we should increase production in a 
planned manner, and to avoid changing a short supply into an oversupply, we 
should prevent people from rushing to build new projects. 


We should actively carry out territorial and regional planning. On the basis 
of comprehensively analyzing various natural, technical and economic factors 
and conditions, we should scientifically plan the scale and nature of regional 
industries and give priority to carrying out the construction of necessary 
transportation, telecommunications and water and electricity supply systems 
and municipal works in a planned and step-by-step manner to prevent newly es- 
tablished units from carrying out similar construction projects of their own. 
We should promote integration, comprehensive social support systems, joint in- 
vestment and joint construction cf plants, stabilize the relations of cvordina- 
tion and develop coordination between specialized departments. Welfare and 
other public facilities should be built under unified local construction plans 
in order to avoid overlapping construction. 


We should reform the capital construction management system. In the reform of 
economic systems, we must separate politics from enterprises, break through 

the barriers created by "departmental ownership" and "local ownership," pro- 
mote socialization, specialization and coordination in production and practic» 
economic integration on the basis of voluntary participation and mutual bene- 
fits. Before the reform of the system is carried out, departments and locali- 
ties must proceed from the situation as a whole and pay attention to macroeco- 
nomic results. We must clarify the idea that strong points of departments and 
localities do not belong to themselves but to the nation. Departmental and 
local strong points should be evaluated on the basis of the overall situation 

of the national economy and from the viewpoint of the whole nation. Only when 
Henan's tobacco leaves are combined with Shanghai's tobacco plants and Inner 
Mongolia's wool with Tianjin's wool mills can they become strong points. To 
develop the strong points, we should take the whole nation into consideration 
and follow unified plans, instead of practicing a self-sufficient economy. 

We should organize transregional specialized and joint production with techni- 
cally advanced areas as the core. In areas with rich resources of various cash 
crops such as cotton and wool, we must not sever original economic links; we 
should first of all guarantee the needs of original industrial bases and encour- 
age raw material production areas to adopt various forms such as joint manage- 
ment, profit sharing and the return of products to supply raw materials to pro- 
cessing areas instead of building new plants of their own after fulfilling state- 
assigned tasks. Judged from a long-term point of view, we need to further re- 
adjust industrial distribution, shorten the distance between industrial dis- 
tricts and raw material resources and consumer districts and further solve the 
problem of irrational distribution of industries in the coastal and inland areas. 


We should strengthen the management of funds. All construction funds, no matter 
where they come from, must be included in fixed-asset investment plans of the 
various departments concerned. After achieving an overall balance, the depart- 
ments concerned should guarantee the material supply and construction forces 
needed for construction projects and guarantee raw material, fuel and power 








supplies and commodity markets after the projects are completed. To strengthen 
the management of funds, we must bring into full play the function of banks. 

The Construction Bank should conduct supervision in accordance with the projects 
and construction procedures specified in the investment plan for fixed assets. 
The bank has the right to refuse loans to projects which violate the require- 
ments and construction procedures of the plan. 


We should gradually reform the price system to suit prices to the law of value. 
The prices of many raw materials and farm and sideline produce are relatively 
low and need to be properly adjusted. In the past few years, we have increased 
the prices of farm and sideline produce, coal, cast iron, timber and other raw 
materials. After fulfilling state-assigned tasks, localities are allowed to 
sell their surplus farm and sideline produce at negotiated prices, increase the 
prices for above-quota procurement and ask for the return of a certain percent- 
age of the profits. This has »layed a definite role in preventing overlapping 
construction. However, purchase through negotiated prices and above-quota 
procurement have substantially jacked up the prices of products, and the price 
issue involves many fields and can have a great influence. Excessive products 
sold act negotiated prices will destroy the planned state allocation and the 
transfer of goods and funds and intensify the scramble for farm and sideline 
produce between different departments--between foreign and domestic trade de- 
partments, between state-run and collectively run commercial units, between cen- 
tral and local commercial departments and between industrial enterprises and 
commercial units. Some units, under the aegis of “market regulation" and “mul- 
tiple-channel circulation," rush to rural areas to purchase goods in short 
supply by offering higher prices with no regard to the state plan and the origi- 
nal divisicn of work among commercial units. Therefore, we must adopt a prudent 
attitude toward product prices. We cannot avoid adjusting prices, but we should 
not overdo it. The level of price increases should not be too low or too high. 
Purchases at negotiated prices cannot be done away with, but cannot be permitted 
to go unchecked either. For example, we may place restrictions on the variety 
of products and channels of purchases and sales and use the commercial pricing 
method. 


To solve the problem of overlapping construction, we need to bring into play 
the functions ot taxes, profits, credits, interest and other economic levers 

in addition to adjusting prices and encourage investment in producing goods 
urgently needed by the state and to restrict investment in fields having ex- 
cessive production capacity. Under the situation in which the national economy 
is still imbalanced, utilizing economic means is restricted to some extent. 
Therefore, we still need to adopt administrative means to conduct intervention. 
In other words, we should proceed from macroeconomic results and resolutely 
stop, suspend, merge and transfer those enterprises which have consumed too 
many raw materials and too much energy, found no market for their products for 
a long period of time and caused serious waste. As for similar projects under 
construction, we must resolutely stop and suspend such construction. 


We should strengthen economic forecasting work, conduct feasibility studies and 
do things in strict accordance with the capital construction procedures. Be- 
fore deciding on a project, we must do a good job in the preparation work. 

The key to doing a good job in the feasibility studies is to do a good job in 
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market investigation. The task of market investigation is to collect informa- 
tion on the amount of consumption of certain products and their changes within 

a given period and to collect information on various factors affecting the amount 
of consumption and the degree of their influence. The task of market investi- 
gation is to discover some patterns and provide a good selection of the best 
technical and economic plans. We must never judge markets from a metaphysical 
point of view. We should notice not only the static state but also the develop- 
ment. If we rush to build plants and expand production of certain products 

that are temporarily in short supply or selling well, we will change a short 
supply into oversupply or even find ourselves involved in a problem project 

that cannot be stopped. 


We should strengthen propaganda and education, perfect economic responsibility 
Systems and strictly enforce capital construction discipline. We should con- 
tinue to whip up public opinion to eliminate overlapping construction and edu- 
cate the broad masses of cadres to understand the fact that overlapping con- 
struction is harmful to the four modernizations and local enterprises so that 
they can stop overlapping construction on their own. Those who have been found 
negligent in their duties and who have approved the construction of inappro- 
priate projects must be held responsible for the losses and punished in order 
to enforce strict discipline. Departments in charge must not be weak and help- 
less when confronting overlapping construction. They should adopt effective 
measures to stop it. 


Building a revolutionized, young, specialized and educated contingent of cadres 
is a key to speeding up construction as well as an effective measure of prevent- 
ing overlapping construction. Capital construction procedures include planning 
the development of natural resources, determination of the capital construction 
scale, investment direction and construction layout, environmental protection, 
policy making, prospecting and designing, construction and installation, produc- 
tion preparation, commission and examination of investment results. Construc- 
tion is a very comprehensive economic activity involving very complicated verti- 
cal and horizontal links as well as internal and external links. Capital con- 
struction departments not only need various specialists but also generalists 

who have the ability to organize and manage capital construction. Departments 
in charge of capital construction should devise training programs, vigorously 
create conditions and use various forms such as classes for advanced studies, 
classes for special studies, night colleges, correspondence schools and educa- 
tion through television and broadcasting stations to conduct on-the-job training 
of specialized cadres by stages and in groups so as to raise the level of man- 
agement gradually and improve the quality of capital construction work. 
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ECONOMIC MANAGEMENT 


SOLVE READJUSTMENT PROBLEMS BY SEEKING TRUTH FROM FACTS 
Beijing QIYE GUANLI [ENTERPRISE MANAGEMENT] in Chinese No 10, 5 Oct 83 pp 12-14 


[Article by Li Guixian [2621 6311 7639], Deputy Governor of Liaoning: "Solve 
New Problems in Readjusting Enterprises According to the Principle of Seeking 
Truth From Facts"] 


[Text] The first group of large and medium key enterprises chosen by Liaoning 
for readjustment has already obtained rather good results in completing the 
“five tasks" of readjustment. Along with in-depth development of the readjust- 
ment of enterprises have constantly come new circumstances and problems. We 
profoundly study and analyze these new circumstances according to the require- 
ments of the Central Committee of the CPC and the State Council, and we solve 
the new problems by seeking truth from facts. These processes are of major 
significance to the acceleration of the pace of readjustment, the guarantee 

of the quality of readjustment, the enhancement of the quality of enterprises, 
and an increase in economic results. This year, as we are solving the problem 
of “bitine tne bullet" by a second group of key readjusted enterprises, we have 
paid attention to analyzing and studying new problems and been guided from the 
standpoint of restructuring. Practice proves that in this way an enterprise 
obtains good results, instead of being held up in the process of resolving the 
“bullet-biting." The new problems in enterprise readjustment that now urgently 
await solution have, in the main, the following two aspects: 


I, It Is Necessary To Comprehensively Control the Criteria for Readjusting 
the Leading Groups in Enterprises 


Readjusting the leading groups in enterprises is the key to the comprehensive 
readjustment of their enterprises. We can make breakthroughs in economic work 
only if leading groups are properly readjusted. The mark of their proper read- 
justment is the comprehensive implementation of the cadres’ "four moderniza- 
tions." Neither readjustment can be stressed at the other's expense, or else 
the consequences will be bad. After reajustment, the leading groups in some 
enterprises still lack the ability and drive to make breakthroughs. As a re- 
sult, they have shown no great improvement in any aspect of their work. 
Therefore, exact and comprehensive control of the criteria for readjusting 

the leading groups of enterprise is a big problem now urgently awaiting solu- 
tion. 
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Based on the Central Committee's policy requirements, we believe that the 
following problems should be solved: 


First, we must stick to standards and the “three tests"--politics, age, and 
education--in readjusting the leacing groups of enterprises. We insist on 
making those groups more revolutionary, younger in average age, getter educated, 
and professionally more competent. We absolutely cannot allow the following to 
enter the leading groups: the “three types of people”; those opposed to the 
Central Committee's line since the Third Plenum of the llth Party Central Com- 
mittee; and those guilty of serious criminal behavior. Once such persons are 
discovered, they must be firmly dealt with. There is still resistance to the 
selection of specialized and technical personnel for leading groups, as is dis- 
played in some enterprises with relative concentrations of specialized and 
technical personnel and in the realitvely large-proportions of cadres at all 
levels with a junior middle school education or less. Though this admittedly 
has its origins in history, it is also inseparable from exisiting anti-intel- 
lectual bias, and as such it is most unsuitable. Therefore, we must continue 
to overcome leftist influence and resolutely promote excellent specialized and 
technical personnel to positions of leadership. 


Second, we must stress the complementarity of talent and make people work to 
the best of their abilities. Members of new leading groups must include "reas- 
onable persons" in every area--i.e., scientific and technical cadres as well 

as cadres for management, administration, and rear service. Talent must be 
scientifically organized. While readjusting leading groups, we have discovered 
that some regions and departments are "all of one suit"--that is, the leading 
cadres in charge of their enterprise's work in daily life and rear service 

are also in charge of scientific and technical personnel. This not only 
wastes talent but also is determintal to the improvement of an enterprise's 
production, management and administration, We have therefore suitably read- 
justed the leading groups that were "all of one suit." 


Third, we must pay attention to the proper replacement of old cadres by new 
ones and to the continuity of work. Enterprises’ productive and managerial 
activities are rather complex, and in particular, enterprises are facing seri- 
ous challenges and qualitative changes. In view of all this, they refrain as 
much as possible from major personnel changes in order to guarantee both their 
ability to meet emergencies and the stability of their productive and manager- 
ial activities, while at the same time guaranteeing standards for their cadres. 
In exceptional cases, a cadre is too old but has relatively great productive, 
managerial, or administrative ability. If an enterprise discharges such a 
cadre, it will suffer a fairly great loss in its productive or managerial ac- 
tivities and for a time will be unable to find a suitable replacement. Hence, 
this cadre should be allowed to stay on for a while, but the enterprise must 
select and train a worthy successor. After the former comrade knows well the 
enterprise's independent authority in production and management, he will re- 
sign. This has its advantages for both production and other services. 


Fourth, we must seek truth from facts and correctly handle the realtionship 
between a diploma and the level of its holder. Comrade Su Bo [5685 0590], 
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deputy director of the Yingkou Paper Mill, has a junior middle school educa- 
tion but has studied assiduously and is now a famous “expert™ in running the 
mill. As early as the 1960s he wrote a treatise on enterprise management that 
now is often used in study classes in management and administration conducted 
by ministries, provinces, and municipalities for factory directors. Comrades 
like him are the same as scientific and technical personnel, in that they are 
national treasures. Though they did not graduate from college and are without 
diplomas, they have taught themselves to be useful through long practice in 
enterprise management and possess a certain level of theoretical knowledge of 
the industrial economy. Moreover, they are adept at administration and good 
at management. They should be seen as specialized talent qualified to be in 
leading groups, and they must be recruited into them. This benefits an enter- 
prise's production and management and at the same time helps to encourage more 
people to study assiduously and teach themselves to be useful. When readjust- 
ing enterprises’ leading groups, therefore, we pay attention to selecting for 
those groups cadres who, through independent study, possess a college-level 
education, who know how to administer and understand technology, and who are 
in the prime of life. 


Fifth, we must neither be “arbitrarily uniform" nor go in for layer-by-layer, 
progressive decreases in our readjustment of enterprises’ middle-level cadres 
according to age. Some enterprises are now proposing that factory directors 
not be older than 55 and that factory section chiefs not be older than 50. 
Since about two-thirds of middle-level cadres are now over or approaching 50, 
and since there is a temporary shortage of younger cadres, age-based dismissal 
is bound to create instability for large numbers of middle-level cadres. At 
the same time, the retirement of old chiefs of administrative and technical 
offices whose professionalisna is rather strong is bound to adversely affect 
their enterprises’ productive and managerial activities. Therefore, we do not 
dismiss middle-level cadres of enterprises on the basis of age. Overage per- 
sons in charge of key administrative and technical offices will be permitted 
to continue in their posts as long as they are capable, are needed by their 
enterprises, and are up to the standards for cadres. We have also, however, 
paid attention to the succession of cadres and are training good young succes- 
sors. 


II. Differentiating Between Various Sets of Circumstances, Let Us Follow the 
Principle of Seeking Truth From Facts in Solving the "Misplacement™ Problem in 
the Readjustment of the Organization of Labor 


Solution of the problem of "misplaced" [hungang 3236 1511] collective workers 

in state-owned enterprises is of major significance to the observation of 

strict discipline, to the solution to overstaffing, and to an improvement of 
labor productivity. In comprehensive readjustment, most enterprises discharge 
all second- and third-line misplaced personnel, as well as first-line misplaced 
personnel who are above the quota. Those whom they temporarily cannot discharge 
sign a “labor service contract," are incorporated into a service company run by 
their plant, and as independent accounting units assume sole responsibility for 
their profits and losses. Practice proves that enterprises following this 
course of action obtain rather good results. But the "misplacement" problem is 
a fairly complex social problem shaped over history, and it varies in a thousand 
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ways according to each enterprise. Hence it is difficult to solve this prob- 
lem completely according to a single model in a short space of time. In solv- 
ing the “"misplacement™ problem, therefore, we insist on the following princi- 
ples: 


One, our attitude must be resolute and absolutely meticulous in cases of “dis- 
missal." When the number of misplaced collective workers is not a large pro- 
portion of the total number of workers and staff member, and when state workers 
and staff members themselves are in excess supply and can be technically re- 
placed, all of them can work hard and launch enterprises with a kuack for pro- 
duction. Enterprises must do so in accordance with the requirements of the 
Ministry of Labor and Personnel and of the leading national groups for enter- 
prise readjustment; they must resolutely remove collective workers who are mis- 
placed in state jobs. Of the 90 key enterprises in Liaoning's first group of 
readjusted enterprises, about 90 percent fit into this category and they have 
now discharged more than 60,000 persons--more than 70 percent of the persons 
that should be discharged. 


Two, we do not discharge coercively or formalistically. To discharge properly, 
we should: (1) organize production according to the “two fixes"" (2) not lower 
the quality of first-line production workers; (3) not raise wages per unit pro- 
duct; (4) not enable discharged personnel to lean on a state enterprise and eat 
from the “common pot.” There now is a minority of enterprises whose misplaced 
collective workers actually once made up a large proportion of the total number 
of workers and staff members. Moreover, most of these collective workers had 
become mainstays on the first line of production. After these persons were 
discharged, there ensued a shortage of first-line production personnel, because 
the relatively old age and inferior health conditions of the state workers and 
staff members made them unable to do the job. Had new workers been recruited 
off the streets, the quality of the technical skill of first-line workers 

would certainly heve dropped, affecting both production and economic results. 
So, after the discharges, some enterprises are finding it difficult for a time 
to find the knack for production and are still leaning on other state enter- 
prises and eating from the "common pot,” raising their production costs. If 
workers still in production jobs are incorporated into labor service companies, 
the status of misplaced workers will change--unlike their jobs--and the state 
will increase its labor service outlays by a factor of three to four. This is 
bound to make profitable enterprises marginally profitable and marginally profit- 
able ones lose money. We believe that we should allow such enterprises to han- 
dle their affairs with appropriate flexibility, in accordance with policy prin- 
ciples. 


Three, we create conditions for enterprises to launch new ways of producing. 
In order to support enterprises on a foundation of the "two fixes" and to 
discharge and properly dispose of excess personnel, we have taken the follow- 
ing measures: 


1. Labor and welfare service companies that are newly launched by enterprises, 
and whose main objective is the disposition of discharged personnel, will be 
tax-exempt for a fixed period of time. 











2. The method of “give a leg up, help get started" has been adopted. Given 
the prerequisite of not affecting the complete transfer of profits and taxes 

to the state, we permit enterprises to use the method of royalities for patents 
or leases and thus transfer certain fixed assets to the “two companies." They 
are allowed to undertake production of technically simple spare parts or ser- 
vice-oriented production, as well as some labor on capital construction. Thus 
they will truly become economic entities that are “independent accounting units 
solely responsible for their profits and losses." 


The comprehensive readjustnent of enterprises is a wide-ranging and strong 
policy. It will still encounter many new circumstances and problems, especi- 
ally in the process of improving enterprise quality and meeting new challenges. 
As long as we insist upon a dialectical materialist point of view, begin and 
end with practice, strictly avoid empty talk, and seek substantial results, 
enterprise readjustment will make healthy forward progress. 


12465 
CSO: 4006/127 


20 









ECONOMIC MANAGEMENT 





"SIX PRIORITIES’ TOWARD LIGHT INDUSTRY EMPHASIZED 








Beijing JINGJI RIBAO in Chinese 1 Sep 83 p 4 









[Article by Wang Yangzhen [3769 3057 4394): 
"Six Priorities” for Light Industry") 


"Continue Implementing the 


[Text] The “six priorities” give priority to the aspects of raw materials, 
energy supplies, bank loans, technical improvement, capital construction, 
making use of foreign exchange, and bringing in technology, transportation 
and communications to light industry. We have to unceasingly study new 
conditions, and new issues and give new content and new methods to the 
guidelines of the "six priorities" at different stages. 































The quality of production of light industry inflences the stability of the 
market, the improvement of people's living. It is concerned with the 
accumulation of capital for the economic construction within our country, 
and is concerned with foreign exchange from exports. We have to keep 
supporting the policies of "six priorities," and give daily consumer goods 
an important position, that is to say, under the conditions of tight energy, 
raw materials, capital and transportation and communications, we do not want 
to put pressure on light industry, or put pressure on the market. We have 
to maintain the good situation of prosperous but hard-to-come-by markets, 
and maintain price stability and a more stable life of the people. The 
combined departments at all levels and related administrative departments 
should often or periodically study and inspect whether the "six priorities” 
have been thoroughly implemented, to solve the existing problems in time. 


In the aspect of the supply and distribution of raw material and energy, 

the first thing to do is to see whether those who should get the distribwtion 
and supply according to the original plan have gotten enough, and whether 

or not the distributed product specifications have met the needs of light 
industry as best as possible. With scarce material, is priority given to 
taking care of the needs of light industry, and has every way to make an 
accomodation been tried? Although some of the light industry products 
belong to the third class products, and do not use much material, they are 
however, connected very intimately to the life of the people, and the 
material they use is rated by the state as first class material. Hau this 
contradiction been solved? As to the distribution of state and local scrap 
resources, has it been carefully organized, giving priority to supplying the 
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needr of light industry? Light industry does not need a lot of energy. 

We just need to pay a little more attention to the arrangements and 
allocations so that the losses caused by work stoppages and production 
stoppages can be avoided. The material departments at all levels and the 
related departments have always been the strong backbone of the production 
department, have done a mammoth job to develop light industry, and need to 
do an even better job of assisting light industry production and production 
services from now on. On the arranging and organizing of production, 

all levels of light industry departments must resolutely and thoroughly 
carry out the principles of selectively supplying the best, must give 
priority to caring for the enterprises whose products have a good market, 
are low cost, of high quality, and which are beneficial. We have to limit 
thoce enterprises which produce low quality products. 


The transportation and communications departments have given a lot of support 
to light industry production. From now on, not only should we keep in order 
the movement of materials and products needed by light industry, moreover, 
we should make certain that they should get enough vehicles according to 

the plan and should give their dispatches first priority. Especially the 
materials needed desperately by light industry and seasonal, time sensitive 
products, which should be transported in advance. In normal times and 
conditions, get an understanding of and clarify the laws governing trans- 
portation, and be able to make quick modifications under specific, critical 
circumstances. Speaking of the whole country, we always have a few places 
or sections which can not cope with transport without meeting obstructions: 
this situation also influences light industry production; these problems 
should be given major attention and solved. We also have to develop short- 
distance transportation between the city and the village, and make full use 
of internal water transport. From now on, besides strengthening the 
construction of harbor docks, we can also consider the method of foreign 
countries in which boats do not anchor ashore, but use a lighter to load 

and unload, in order to alleviate the pressure of not having enough harbors. 


Creating reorganizational methods, capital construction, bank loans, foreign 
exchange, and bringing in new technology; these four priorities are not 
identical but are mutually connected. All of the large and medium scale 
light industry construction projects within the state plan should have 
guaranteed priority the same as the national key projects in planning, 
approval, design, construction, material supply, etc. The important light 
industry projects within the local plans should of course follow the same 
example. 





In recent years, both state and local authorities have been instituting 
renovation/reorganization in light industry, have given bank loans, imported 
material and brought in new technical facilities, with a great effect on 

the development of production. But the facilities and factories of the 
light industry field are very old and the backward technology situation is 
still very serious. It is far behind the pace of the development of the 
people's economy. At present, among all types of special and general use 
facilities of our nation's light industry field, about 55 percent are from 
prior to the 1950's, even to the point that there are factories built in 
1927 which we still have to use. 
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These more prominent problems have to be solved first. Currently, the scale 
of light industry is not very small, the important thing is to give priority 
support to it in reform actions, bank loans and in bringing in advanced 
technology and key facilities to better develop the potential of the existing 
enterprises. From now on we should continue with the reorganization. 

It seems that we should focus more on the national and regional industries, 
reorganizing by trades, first having planned for reform of a whole industry 
by stages, and put the emphasis on the inate ability of the existing industry, 
on work processes and on balanced whole systems to replace, level out and 
compensate for the weak links. As long as the related elements of each 
industry's weak links are made whole and the problem of the key equipment 

is solved, then production, quality, pattern types, and economic benefits 
will rise greatly on the present basis. We should avoid blind repetitive 
construction, avoid scattering capital, material, and the utilization of 
equipment. If we can arrange these aspects well for light industry, it will 
be a great precedent already. Nowadays we often say that the enterprises 
have the foreign money, ard have brought in the facilities, but do not have 
enough RMB [yuan] to pay for it. If action in technical improvement measures 
are considered from the standpoint of industry as a whole, and usage 
concentrated, and then we add on bank loans, the money might be there. 

Of course, sometimes the money is still not enough. Maybe we can give a 

more generous deadline when using RMB to buy foreign equipment, and have 

a lower interest and better payment plan. The purpose of this is to be able 
to use the bank money more effectively. In the end, to raise the technological 
level of the industry, to develop products, and to increase the income of the 
country, will be advantageous to our country, enterprises and markets. 


If our country practices "six priorities" in light industry, then the light 
industry departments should do a better job of their own work, to adapt better 
to the needs of the market. They should be able to see that some light 
industry products are not meeting the needs of the market. They should keep 
raising the quality of the products, increase pattern types, develop new 
product types simultaneously with increasing the amount of the products, 

and guarantee that the production of consumer goods should keep developing 

at a higher speed, to let the better market supply situation which has 

already appeared to be sustained and expanded. 


12572 
CSO: 4006/61 














FINANCE AND BANKING 


SHANXI, HEBEI STATE REVENUE SHOW INCREASES 
Beijing JINGJI RIBAO in Chinese 27 Oct 83 p 2 


[Article: "Further Tap the Latent Capacity To Raise Financial Benefits; Shanxi 
Implements Plan To Overfulfill State Revenue by RMB 150 Million; Hebei's State 
Revenue Higher Than in Same Period Last Year"] 


[Text] Staff dispatch--By 10 September, 73.82 percent of the annual plan for 
Shanxi's state revenue was fulfilled, an increase of 13.45 percent over the same 
period last year. After summing up the experiences of increasing production and 
revenue in the past 9 months, the Provincial Economic Committee and Finance 
Department further analyzed and tapped the latent capacity to raise financial 
benefits and, by seeking truth from facts, set a target of RMB 150 million in 
surplus revenue for this year. The task of collecting surplus revenue has al- 
ready been implemented in 11 prefectures and cities and almost 100 enterprises. 
In addition, the surplus revenue work is being done by the sections concerned 

of the finance and tax departments, and by specialized officials on hand. 


(Tie Jingkui [1586 4842 7608]; Li Yiding [2621 0001 0003]) 


Staff dispatch--By the end of September, more than RMB 2,608,000,000 of Hebei's 
state revenue had already been collected, accounting for 74.4 percent of the 
task assigned by the state, and an increase of 11.3 percent over the same period 
last year. 


In the first half of this year, the demand was made by Gao Yang [7559 2254], 
first secretary of the Hebei Provincial Party Committee, that leading cadres 
at all levels should “assume full responsibility over the general situation 
and be masters of financial management," and concrete plans were drawn up and 
and directed against the tendency of some leading cadres to emphasize agricul- 
ture and neglect industry, to emphasize production and neglect circulation, to 
emphasize speed and neglect efficiency, and to emphasize expenditures and neglect 
revenue. 


This year, the leadership at all levels in Hebei paid attention to raising the 
financial benefits of enterprises, especially in reversing the losses in enter- 
prises, cultivating sources of revenue, and opening up every channel for new 
revenue, thus stressing the fundamentals of being masters of financial manage- 
ment. From January to August, the amount of money lost by the province's 
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industries and enterprises was 43.98 percent less than in the same period last 
year. Cang County called together the leading cadres of seven enterprises that 
were suffering losses and the leadership of finance, tax, banking and other de- 
partments so as to analyze together the reasons for the losses of the enter- 
prises, to work out measures, and to reverse the losses within a definite time. 
By the end of September, four enterprises had already turned their losses into 
profits. Leading cadres at all levels are still paying close attention to col- 
lecting scattered sources of revenue, seizing upon ways to gather finances. 


(Tian Jungian [3944 0193 6197] 
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FINANCE AND BANKING 


CONTROL OF CURRENCY CIRCULATION IN RURAL AREAS URGED 
Beijing JINGI RIBAO in Chinese 17 Nov 83 p 2 


[Article by Wang Xiyi (3769 0832 5030) from the column "Review of Economic 
Work": "Strengthen Currency Circulation Work in Rural Areas"] 


[Text] The stability of currency value and a normal circulation of market 
currency are important prerequisites for the sound development of the national 
economy. Thanks to the adoption of correct economic and currency policies since 
the 3d Plenary Session of the llth CPC Central Committee, the circulation situa- 
tion of market currency has improved. However, there is still too much currency 
in circulation. In the first 9 months of this year, currency was put into cir- 
culation, while in the same period last year it was withdrawn. The flow of 
currency increased markedly, and the situation of excessive currency in circu- 
lation still worsened, which demands the attention of all departments concernec. 


The situation of excessive currency is more prominent in rural areas. In the 
first 9 months of this year, there was 29 percent more cash put into rural areas 
than in the same period of last year, surpassing by a large margin the 10.9- 
percent increase in the state cash payment for staff and workers wages and 
bonuses. The percentage of cash in the hands of commune members increased from 
59 in 1978 to 64 in 1982, while that of staff and workers and urban residents 
declined from 23 in 1978 to 20 in 1982. 


Whether the situation of currency circulation is normal in rural areas has a 
rather great impact on the situation of the national currency circulation. 
This is because China is a large agricultural country, its rural population 
accounts for 80 percent of the nation's total population, there are many units 
and households in rural areas which cover a large acreage of land and money 
owned by the rural population accounts for over 60 percent of the nation's total. 
Whether agricultural production and the rural economy are good also has a great 
impact on the flow of market currency. On the occasion of a bumper harvest, 
more farm and sideline products will be procured and more cash will thus flow 
into markets. At the same time, more currency will be withdrawn from circula- 
tion by providing more nonstaple foods for markets and more raw materials for 
light and textile industries and by supplying more consumer goods for daily use. 
Mastering the characteristics and laws of currency circulation in rural areas 
and regulating the flow of currency in rural areas are of great significance 

in doing a good job in the national currency circulation work and in stabili- 
zing the economy. 
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The overflow of market currency is caused by various factors. Among the major 
factors is overall development of agriculture, forestry, animal husbandry, side- 
line production and fishery, especially the development of commodity production 
in rural areas and the increasing output of highet-quality grain and varicus 
cash crops which have been procured at higher prices, thereby increasing the 
flow of cash into markets. Another factor affecting the overflow of currency 

is the expansion of the scale of capital construction. Rural construction 

teams contracting for urban construction and communes and brigades engaging in 
such sideline occupations as brick, tile and gravel production have increased 
cash expenditures in capital construction and peasants’ cash income. Another 
factor affecting the overflow of currency in rural areas is an increase in rural 
credits. In the first 9 months of this year, rural loans released by banks and 
credit cooperatives were increased by 57 percent as compared to the same period 
last year. Of these, 63 percent were given to individual commune members, an 
increase of 175 percent. More than 95 percent of the loans given to individual 
commune members were in cash. Such a cash supply was needed for economic de- 
velopment. However, there were also some irrational factors. Without corres- 
ponding material guarantees, such cash supply will inevitably harm the market. 
With cash on hand, peasants are now waiting to buy agricultural means of pro- 
duction, building materials for homes and manufactured goods for daily use which 
are urgently needed but in short supply in rural areas. Some peasants deposit 
their money in urban banks for the convenience of purchasing chemical fertili- 
zer and other agricultural means of production. Some 40 to 50 percent of sav- 
ings deposits at certain urban banks are peasants’ money. 


To solve the problem of currency overflow and regulate currency circulation 
in rural areas, we must adopt measures in light of certain issues: 


l. While reducing the scale of capital construction, we should pay close atten- 
tion to reducing investment in rural capital construction and strive to mini- 
mize the utilization of rural labor in urban capital construction. Banks 

should strengthen cash control and supervision in this regard. 


2. We should do a good job in producing and supplying commodities urgently 
needed in rural areas. At present, we should make arrangements for producing 
such agricultural means of production as chemical fertilizer, walking tractors 
and building materials for homes, increase the production of readily marketable 
products, actively open up circulation channels and do a good job in transport- 
ing manufactured goods to rural areas. 


3. We should use credits to support the procurement of more farm and sideline 
products in accordance with state policies in an effort to increase the supply 
of nonstaple foodstuffs to urban areas, provide raw materials for light and tex-~ 
tile industries, accelerate development of light industry, increase commodity 
supply and increase material strength for withdrawing currency from circulation. 
At the same time, we should vigorously absorb bank deposits of rural units and 
savings deposits of commune members, exercise strict control over agricultural 
loans and withdraw due and overdue agricultural loans. 
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FINANCE AND BANKING 


BRIEFS 


TAX EVASION IN SHANGHAI--By the end of November, the Shanghai municipal finan- 
cial departments had assigned nearly 1,000 inspectors to conduct a financial 
inspection of 381 plants and enterprises, discovering over 52 million yuan in 
evaded taxes. This inspection began in early September. These inspectors 
have gone deep into enterprises to audit accounts and found that many enter- 
prises have seriously violated financial and economic discipline. According 
to an initial report, a large enterprise which has been consolidated and 
accepted by its supervising department owes 2.45 million yuan to the state 
this year, of which 2 million yuan is illegally retained profits and concealed 
income. Shanghai No 2 Wristwatch Plant was supposed to pay over 74,000 yuan 
in taxes in the first 9 months of this year, but it paid only about 7,400 
yuan. Shanghai Municipality is now summing up the experiences gained in the 
initial stage of the inspection and urging financial inspectors to strengthen 
investigation and study, seriously guard against perfunctoriness and continu- 
ously and thoroughly do a good job in financial inspections. [By Ran Hao 
[3544 3185] and Chen Gang [7115 6921] [Text] [Beijing JINGJI RIBAO in Chinese 
14 Nov 83 p 1] 12302 


SHANDONG FINANCIAL REVENUE PROCUREMENT--According to statistics, as of the 
end of 1983, Shandong Province handed over 5.357 billion yuan to the state, 
overfulfilling the 1983 annual financial revenue plan by 1.29 percent, in- 
creasing 8.68 percent over 1982. Expenditure and revenue were basically 
balanced. [Summary] [Jinan Shandong Provincial Service in Mandarin 2300 
SMT 8 Jan 84 SK] 


SHANDONG SAVINGS DEPOSITS--In 1983, Shandong Province's urban savings deposits 
increased by 629 million yuan over 1982. According to statistics compiled at 
the end of 1983, savings deposits totalled 2.516 billion yuan and each urban 
resident had 325 yuan in bank deposits on an average. So far, the number of 
households with bank deposits has reached 10 million, of which over 82 percent 
have had fixed deposits. [Summary] [Jinan Shandong Provincial Service in 
Mandarin 2300 GMT 11 Jan 84 SK] 
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XINJIANG SAVINGS, LOANS--The amount of urban savings in Xinjiang Region in 

1983 was 51.8 percent more than the set quota. To meet the needs of enter- 
prises in funds, in 1983, people's banks at all levels in the region used 

some 158 million yuan deposited which exceeded the quota, as loans for enter- 
prises so these enterprises would increase their floating funds. In 1983, 
people's banks in the region also issued loans of 57.32 million yuan to develop 
the economy of minority nationalities. These loans were spent mainly on some 
30 projects, including energy resources, textiles, light industry and building 
materials. [Summary] [HK181530 Urumqi Xinjiang Regional Service in Mandarin 
0100 GMT 13 Jan 84] 
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MINERAL RESOURCES 


BRIEFS 


LIAONING GOLD PRODUCTION--In 1983 Liaoning Province overfulfilled the state- 
assigned gold production quota by 30 percent, an increase of 1l percent over 
1982 and a record high. [Summary] [Shenyang Liaoning Provincial Service in 
Mandarin 1030 GMT 11 Jan 84 SK] 
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INDUSTRY 


FUJIAN PROVINCE'S ELECTRONICS INDUSTRY FULFILLS ANNUAL PLAN AHEAD OF TIME 
Fuzhou FUJIAN RIBAO in Chinese 16 Nov 83 p l 


[Article by staff reporter You Wensheng [3266 2429 3932]: “By Stressing 
"Readjustment, Technological Transformation, the Development of New Products 
and Change,’ Fujian Province's Electronics Industry Has Fulfilled Its Annual 
Plan 2 Months Early"] 


[Text] By the end of October, Fujian's electronics industry (not including 
joint venture enterprises) achieved a gross industrial output value of 194.5 
million yuan, overfulfilling the annual plan by 2.4 percent 2 months ahead 
of time. The output value was 41.7 percent more than for the same period 
last year. Fujian's electronics industry leaped from 16th place among 
China's local electronics industries in 1981 to 9th place. The province 
runs 10 enterprises that fulfilled their annual profit quotas ahead of time 
by 33.5 percent, up 68.7 percent from the same period last year. 


Throughout 1983, Fujian's electronics industry has obtained gratifying re- 
sults primarily because of close concentration on the central issue of im- 
proving economic results, which means stress on “readjustment, technological 
transformation, the development of new products and change.” 


Readjustment is the comprehensive readjustment of enterprises and the im- 
provement of their quality. The vast majority of enterprises has already 
adjusted their leading groups and raised those groups’ levels in the "four 
modernizations.” Each enterprise still commonly attaches importance to 
intellectual investment, adopts many kinds of forms, strengthens the educa- 
tion of its workers and staff members, improves those employees" technical 
level and promotes the expansion of production. 


Technological transformation is the emphasis on an enterprise's technolog- 
ical transformation. Departments in charge everywhere and every enterprise 
have commonly set up leading groups that "recommend and transform," so that 
their own areas and enterprises may have plans for technological transforma- 
tion. The entire industry has 42 items recommended for inclusion in its 
plans for this year and next year. Now there are already 17 production 
lines in operation that yield full benefits. 














The development of new products also means the accelerated replacement and 
renewal of old products. Each enterprise takes full advantage of the special 
central policy toward Fujian and of the superiority of flexible measures in 
order to introduce, assimilate and turn out new, technologically advanced 
products suited to China's national conditions. So far this year, the en- 
tire industry has had 48 key products go through appraisal and into produc- 
tion. Among these are nearly 20 items that fill a void in China's elec- 
tronics industry, including a navigational instrument with a 200-watt semi- 
conductor. 


"Change" means converting enterprises from purely productive entities into 
productive and managerial entities. In accordance with the fierce competi- 
tion i:. the electronics market, each enterprise commonly attaches importance 
to managerial work, to strengthening its sales structure, to replenishing 
the force behind its sales promotion and to proper technical service. The 
approaches to enterprise management are becoming wider and wider. In the 
first 10 months of 1983, the entire industry's sales revenue is 67.5 percent 
greater than for the same period last year, with product costs declining 

6.2 percent. 
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INDUSTRY 


FUJIAN PROVINCE'S MACHINERY INDUSTRY TURNS LOSSES INTO PROFITS 
Fuzhou FUJIAN RIBAO in Chinese 19 Nov 83 p 1 


[Text] Fujian’s machinery industry has been readjusted throughout this 
year and is further promoting the “retracking"” [getting an enterprise on a 
course centered around the enhancement of economic results] and the “remak- 
ing" [converting an enterprise from a purely productive entity to a produc- 
tive and managerial one] of its enterprises. As a result, there is good 
momentum for the rate of profit increase to exceed the rate of output value 
increase. 


Comparison of the first 10 months of this year with the same period last 
year shows that gross industrial output value is 19 percent higher, profits 
of state-run enterprises are 27 percent higher and profits handed over to 
the state are 45 percent higher. The number of enterprises losing money 
declined 42 percent, and their losses declined 61 percent. 


The readjustment of the national economy has changed the machinery indus- 
try's formerly complete reliance on the state for production assignments, 
supplies of raw materials and product sales. Enterprises are working hard 
to grow in the direction of suitability for the market, high quality and 
low cost. The Xiamen Construction Machinery Plant has energetically turned 
out products suited to construction in the fields of energy and communica- 
tions. In accordance with the needs of military projects this year, it has 
already begun production of a newly developed tire-type, splice-type bull- 
dozer. Last year this plant earned a profit of nearly 15 million yuan, and 
this year it can reach an estimated 17 million. The Provincial Tractor 
Plant is responding to the new production responsibility system now prac- 
ticed in the countryside by energetically producing tractors suited to rural 
needs. At the end of October its gross profit exceeded that of the same 
period last year by 33 percent, while the profits handed over to the state 
were 4.68 times greater. This year machinery enterprises in Fuzhou and 
elsewhere are still producing items urgently needed for key construction 
projects all over China. 


All year long, Fujian's machinery industry has been further strengthening 
its work on the readjustment of its enterprises. Readjusted and accepted 
as up to requirements enterprises now total 14, and the increases in their 
primary economic and technical indices are higher than in those (awaiting 














readjustment?) enterprises. In February of this year the Fuzhou Electric 
Wire Plant installed a new leading group and took measures for major, genuine 
and fast readjustment. Output in March was 50 percent greater than in Janu- 
ary and February combined. In a mere 6 months, the enterprise's appearance 
has changed markedly. 


In the face of the challenges posed by higher prices and shortages in the 
area of raw and processed materials and by lower quality and prices in some 
low-grade products, more than a few enterprises are attaching importance to 
seeking benefits from technological progress, improved management and admin- 
istration and stronger economic accounting. Marketing costs 2 years ago for 
the LCZ-35 current transformer produced by the Fuzhou No 1 Switch Plant were 
593.4 yuan. Produced according to international specifications last year, 
the transformer cost 840.7 yuan. After launching an economic analysis and 
technical breakthroughs this year, the plant cut the cost to 586.29 yuan. 
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INDUSTRY 


BRIEFS 


XINJLANG IRON PRODUCTION--The situation of iron and steel production of the 
region is excellent. The region overfulfilled the annual production plan for 
1983, including production, quality, production cost and profits of iron and 
steel. Of this, the production of pig iron, iron tubes and ferroalloys were 
fulfilled by 163 to 193 percent. The quality of 98.7 percent of the pig iron 
was up to the standard. The commodity iron products delivered to the region 
by the iron and steel plants at various prefectures, autonomous prefectures, 
and cities exceeded the original plan by over 100 percent. Production cost 
and deficits of a policy nature also dropped. [Text] [Urumqi Xinjiang 
Regional Service in Mandarin 1300 GMT 17 Jan 84 HK] 
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DOMESTIC TRADE 


FURTHER COMMERCIAL REFORMS IN GUANGZHOU URGED 
Guangzhou NANFANG RIBAO in Chinese 5 Dec 83 p 4 


[Article by Deng Hanguang [6772 3352 0342]: "Do a Good Job in Further Commer- 
cial Reforms--Understanding from the Study of the ‘Selected Works of Deng Xiao- 


ping'"'] 


[Text] The “Selected Works of Deng Xiaoping" includes many important discus- 
sions on the issue of commercial reforms. Comrade Deng Xiaoping points out: 
"With regard to our present economic management work, organizations are over- 
staffed and they overlap, procedures are complicated and our work efficiency is 
extremely low. Political empty talk often submerges everything else. This 
should not be blamed on any comrades, but on the fact that we failed to conduct 
timely reforms in the past. However, if we again fail to carry out reforms 
today, our modernization and socialist causes will be ruined." I will now 
discuss my personal understanding of the study in view of the issue of commer- 
cial reforms and in accordance with the actual conditions in Guangzhou City. 


Since the beginning of this year, Guangzhou City has conducted some reforms in 
its commercial organizations and economic systems and completed the readjustment 
of leading bodies at and above the bureau level. Since the reform, commercial 
departments have taken on a new look, and the market situation has been good 
and encouraging. According to statistics, in the first 9 months of this year, 
state-run commercial departments in urban areas of Guangzhou City increased 
their commodity sales volume 13.8 percent and profits 16.24 percent compared 
with the same period last year. However, to carry out further commercial re- 
forms in the Guangzhou area, a great deal of work needs to be done. 


Comrade Deng Xiaoping talks about “bureaucratic systems and work styles of 
workers, businessmen and farmers in the economic field and overemphasis of ad- 
ministrative divisions and jurisdictions between regions and departments in 
economic work which causes people to restrict their activities to limited areas 
and shift troubles onto others." These unhealthy tendencies are products of a 
self-sufficient natural economy. They run counter to the development of large- 
scale socialized production. Therefore, how to solve the problem of central 
and local authorities is an important part of the reforms to be carried out in 
the near future. How do we solve this problem? An important measure is to 
seize every opportunity to seek vigorously "internal integration and foreign 
investment." 
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"Internal integration" is to break through 
tries, regions, systems of ownership 
lish economic integration by means 
pensatory trade, processing and 
selling on a commission basis. 
are envisaged as follows: 


Commerce-commerce integration. 
be actively carried out with the emphasis 

commercial districts for urban residents. 

between commercial units should provide ex 
joint management activities, variety and quantity 
distribution of profits and management measures. 

ity and mutual benefits, both contracting parties shou] 
best economic results by learning from each other 
carrying forward their strong points and reduci 
we may start a few large comprehensive service 
requirements for establishing modernized commercia! 
other forms of integration, such as integration betwee: 
units, between wholesale and retail units, betwe 
units and between different individual 


Commerce-agriculture integration. 
Delta Economic Zone. 
Zhujiang Delta is subtropical. 
resources and is famous for 
tion is the important foundation of | 
consumer goods sold at the markets in Guangzhou 
duce and special and native products. 
cial and agricultural units is very necessary. 
gration, warehouses of commercial departments may 
various production units by means of j 
on a commission basis and by other types 
can continuously supply a large volume of qua 
famous food stores and restaurants 
raw material supply bases. 
may also establish contacts with production 
agement activities and gradually stabilize supp] 
The commerce-agriculture integration 
mitting economic information between urban 
ing units and different regions through commer: 
timely reports on market trends and accelerate 
rural economy in regard to credit funds, produ 
means of production. 


“ 


numerous special] 


management 


Commerce-industry integration. The consume 
like the rest of the country, 
buyer's market. 
the wishes of consumers. 
tory commodities for consumers. 


Producers must turn 


A buyer's market means that 
Production departments 


the old days. 


huj lang 
the na- 
icultural 
produc- 
tT the 

1i@ DTro- 
ommer- 

inte- 











products readily marketable implies two things: 1) studying commodity circula- 
tion to hammer out the best commodity circulation plans including the establish- 
ment of commodity circulation channels and outlets and 2) weeding through the 
old to bring forth the new in commodities to satisfy the need of "potential 
consumption." With regard to modernized economic management, production and 
marketing should not be separated; they should be integrated. There are many 
forms of commerce-industry integration. For example, wholesale units can be 
integrated with industrial units to conduct joint commerce-industry management. 
Retail units can also be integrated with industrial units. Commerce-industry 
integration is particularly beneficial to the production and marketing of the 
small commodities under the third category because their quantity is small 

and production period is short, they are seasonal, their variety and designs 
vary substantially and market demand for them is highly flexible. Another form 
of commerce-industry integration is in the form of industrial units run by 
commercial units. This can combine production and marketing by putting fac- 
tories behind stores. There is a bright future in commerce-industry integration. 
Some commercial units may procure farm and sideline produce and raw materials 
and sell finished or semi-finished products on behaif of industrial units; 
others may acquire the right of monopoly from certain factories for selling 
their products. 


In addition to such “internal integration," we need to seek "foreign invest- 
ment’ in order to revitalize trade and enliven the market in Guangzhou City. 

In recent years, commercial departments in Guangzhou City have scored initial 
achievements in utilizing foreign funds. However, foreign funds utilized by 
commercial departments have been decreasing every year as a result of a vague 
guiding ideology and especially because of the existence of different views 

on this issue. We must open up a new situation in the work of foreign invest- 
ment. To develop modernized food production, we must pay close attention to 
importing essential equipment. We should import modernized sea fishing equip- 
ment, striving to increase our fish output to 50,000 tons from the present 10,000 
tons. We should also absorb foreign funds and technology in accordance with our 
capacity to remodel step by step existing tea houses, restaurants, guesthouses 
and stores. 


In addition to the reform of commercial economic systems, another important task 
is to improve the leading bodies and management organs of commercial units. 

We should gradually change the leading bodies of commercial units from the 
original administrative system to a management or economic system. 


It is necessary to draw a clear demarcation line between administrative manage- 
ment organs and enterprise management organs. Economic and legal means should 
be mainly used for exercising control over enterprise management and policy- 
making activities. The government should intervene in economic activities 
through organs in charge of revenue and taxes; banking and insurance; price 
policies; industrial and commercial management; political, legal and public 
security affairs; and environmental protection. The government should also 
guide the activities of all trades through various specialized companies, coor- 
dinate relations between enterprises of the same trade, promise to fulfill its 
duties, reflect the opinions of all trades and genuinely vitalize enterprises. 
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We should also gradually expand the autonomy of enterprises. Comrade Deng Xiao- 
ping said: "We should let localities, enterprises and production teams have 
more decision-making power in regard to operation and management." Nanfang 
Daxia Department Store has quickly changed its appearance after expanding its 
enterprise autonomy. This is a good example for us. 


Trade has always been relatively developed in Guangzhou City. There are many 
favorable conditions for doing a good job in trade. We must thoroughly study 
the "Selected Works of Deng Xiaoping" and, under the leadership of supervising 
CPC committees, conduct further reforms to promote trade in Guangzhou City to 
achieve the goal of modernization. 
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DOMESTIC TRADE 


NINGXIA'S COUNTRY FAIR TRADE FLOURISHING 
Yinchuan NINGXIA RIBAO in Chinese 21 Nov 83 p 2 


[Text] Country fairs are brisker than ever this year in the urban and rural 
areas of Ningxia Autonomous Region. According to statistics, the volume of 
business handled at the country fairs in the first 10 months of this year in- 
creased 19.5 percent compared to the corresponding period of last year. On the 
average, each person in the region purchased 21] huan worth of commodities at 
the country fairs. 


There are 153 country fairs in the region, 51 more than in the period before the 
3d Plenary Session of the llth CPC Central Committee in 1978. Country fair trade 
has developed from an exchange of only tarm and sideline products to an exchange 
of a variety of commodities. In addition to goods produced and sold by peasants 
at the fairs, individual households have actively set up stands of commercial, 
catering, service and processing industries and increased purchases and sales. 
According to a survey conducted by Guyuan Country in the first half of this 
year, handicrafts and small commodities made in Gansu, Shaanxi, Henan, Hebei, 
Sichuan, Anhui and Zhejiang Provinces and Shanghai Municipality were also sold 
at the fairs in the region. Each day there are on the average more than 1,500 
stands and 160 kinds of commodities at the fairs in Shizuishan City. Many 
country fairs which used to open regularlynow open on traditional occasions. 
Some counties’ suburban country fairs open more frequently--every day or every 
other day. Many counties and cities have actively organized commodity exchange 
meetings to promote commodity circulation. 


The development of country fairs in rural areas has solved the problem of pea- 
sants having difficulty buying and selling certain commodities. In the past, 
it was very difficult to purchase medium-size and small farm tools, building 
materials such as doors, windows, timber and reed mats and various kinds of 
wooden furniture badly needed by peasants. Now they can be purchased at all 
country fairs and are selling very well. The sales volume of draft animals has 
also increased. From January to October, 47,935 head of draft animals were sold 
in the region, an increase of 8.7 percent over the number for the same period 
last year. At the same time, peasants had an intense popular interest in pur- 
chasing small tractors. They purchased 576 walking tractors at a value of 
653,000 yuan from country fairs in addition to those ordered from farm machin- 
ery companies. 
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Along with the opening of smal! commodity markets, the number of individual 


peddlers selling small commodities has markedly increased at farm and sideline 
produce markets. They mainly sell small artictes for daily use, small knit 


goods and small toys such as embroidery needies, aluminum earrings, embroidery 

patterns, embroidery frames, plastic ropes, rolling pins, corks, iron ladles 

and irons. Yinchuan City has opened two markets specializing in small commo- 
) 


dities this year. These markets made 2.9 million yuan worth of transactions 
in the first 10 months of this year and are greatly welcomed by the masses. 
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DOMESTIC TRADE 


XINJIANG-TIANJIN ECONOMIC COOPERATION STRENGTHENED 
Tianjin TIANJIN RIBAO in Chinese 12 Sep 83 p l 


[Article by Liu Shushen [0491 2579 3947]: "Chairman Simayi Aimaiti [0674 
7456 0034 5337 6314 2251] Has Said in an Interview That Xinjiang-Tianjin 
Economic Cooperation Is a Success" ] 


[Text] The chairman of the Xinjiang Uighur Autonomous Region, Simayi 
Aimaiti, said, in speaking with this reporter, that in quickening the pace 
of Xinjiang's economic development, we have decided to develop economic and 
technological cooperation with fraternal provinces, cities, and autonomous 
regions. First, we must continue to develop good cooperation with six 
provinces and cities, including Tianjin. 


In the interview with reporters, Simayi Aimaiti said that in the middle of 
this month a large-scale economic and technological meeting would be held 
in Urumqi. He is preparing to propose at the meeting 200 items for coopera- 
tion that the representatives are to choose from and implement. He said 
that combining the technological and economic superiority of the developed 
provinces and cities with our region's superiority in resources and produc- 
tion potential, in order to benefit from one another's strong points to 
offset one another's weak points, not only would be advantageous to the 
development and construction of Xinjiang, but also could allow us to attain 
the goals of common development and common prosperity. 


The party Central Committee has given great encouragement to all of 
Xinjiang's national peoples regarding the strategic plan for developing 
Xinjiang. People everywhere are discussing the inspection visit to 
Xinjiang not long ago by Comrades Hu Yaobang and Zhao Ziyang, who gave an 
important speech and quoted the poem by frontier fortress poet Cen Can 
[1478 0639] to describe the current situation in Xinjiang: "Suddenly, as 
when one night the spring wind comes, a thousand, ten thousand pear trees 
blossom...." Recently, the autonomous regional party committee and the 
autonomous regional people's government have compressed the time frame, 
conscientiously studied and understood the spirit of this important policy 
of the party Central Committee, discussed and formulated a plan, and 
increased the pace of construction. Simayi Aimaiti said this is the most 
important duty for all the region's nationalities. Beginning now, we must 
concentrate our energy in order to carry out this duty and complete all 
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preparatory work. Under the principle of self-reliance, we have at present 
reached agreement on over 170 items of technological and economic coopera- 
tion with more than 10 provinces and autonomous regions. Some of these 
items have already been completed; others are in the process of implementa- 
tion and are obviously effective. 


We are now working out management methods in this area and are g. ving 
subsidies and preferential treatment to aid Xinjiang's units and 
personnel. 


He said that economic cooperation between Tianjin and Xinjiang was very 
successful. For many years, Tianjin has given Xinjiang a great deal of 
help, and many people of Tianjin have assisted and taken part in Xinjiang's 
construction work. Recently, the vice chairman of the autonomous region, 
Comrade Tuohuti Shabier [2094 0039 2251 3097 3024 3643], who just returned 
from Tianjin, also negotiated 25 economic cooperation items. This kind of 
good cooperative relationship will necessarily lead to even greater develop- 
ment, under the leadership of the important strategic thinking of the party 
Central Committee regarding the development of Xinjiang. 
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DOMESTIC TRADE 


STATE-RUN INDUSTRIAL, COMMERCIAL PRICE REFORM DISCUSSED 
Guangzhou YANGCHENG WANBAO in Chinese 2 Nov 83 p 1 


[Article by Lan Gui-liang [5663 2710 5328]: "The Issue of Price Reform in 
State=-run Industrial and Commercial Enterprises"™] 


[Text! Prices are an important issue and should be a matter of concern for 
all, How can price reform in state-run and commercial enterprises conform 
with our nation's conditions, and what should the methodology and orientation 
be? In the past few davs, these questions have been asked of 75-year-old 


economist, Comrade Luo Geng-han [7482 5087 3352], who is advisor to the Eco- 
nomic Research Center of the State Council, and has been emphasizing research 
on issues mcerning socialist commodities and currencies. He said that the 


issues or prices and price reform are very complex. At the present stage, 
there are three sets of prices: 1) state-sector industrial prices, including 
producer prices and commercial sector wholesale prices and retail prices; 

2) those used in the purchase of agricultural products by the commercial 
sector for sale--wholesale or retail--to the consumer; 3) those for the indi- 
vidual economy. At present, many prices are irrational, the result of the 
long-term maintenance of many unreasonable price relations which have been in 
existence since the revolution. The two major reasons for the present situa- 
tion are: 1) nonconformance with the objective laws of economics, especially 
the laws of price. Price is equal to cost plus profit. The size of the prof- 
it necessarily influences the price of the goods; 2) lack of a statistical 


basis for determining the extent of irrationality of prices and therefore 
reform. For this reason, repeated reform has failed to solve the real problem. 
The primary problem in implementing the current price reform is, in proceeding 


from the basic nature and laws of ovr nation's socialist economy, to determine 
what kind of reasonable criteria or orientation should be the basis for active 


and step=bv-step implementation. In the past, adjustments have been made to 
obviously high or low prices on the precondition that the overall level of 
prices not change (that is, financial revenues and expenditures should be 
basically unaffected). This was the so-called “the fundamental is not changed, 
the specific is adjusted” policy on prices. For the period of recuperation, 


this method was fundamentally correct, but the continuance of this sort of 
policy in the present period of adjustment and reform would influence other 
aspects of the restructuring of the economic system and even the attainment of 
our grand strategic goals. He emphasized the main body of our socialist econ- 
omy in the present stage--state-run industrial and commercial enterprises and 
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how thev wil implement price reform. 





State Goods Should Be Priced According to the System of Fixing Prices Accord- 
ing to Production Cost 


Luo Geng-han said that the objective standards for prices of various products 
produced by state-run industries should be based on the consumption volume 
(i.e., the magnitude of value of the products) of the average necessary 
social labor (comprising live and materialized labor); it is the exchange 
ratio of products and the basis of prices (i.e., the price law of products). 
The criteria and orientation of industrial product price reform should be 
based on fixing prices according to production costs. This is more reason- 
able than fixing the price based on simple value, because prices of state 
industrial and commercial products should first include compensation for raw 
materials, depreciation cf equipment, wages and other items of labor consump- 
tion of average necessary social costs (C+V). Secondly, in implementing the 
production price system, one cannot simply calculate price on the basis of 
the surplus value of labor--"m"--but should distribute said product's average 
profit over the product's price on the basis of each production sector's total 
funds (i.e., total funds for state production, comprising fixed and circulat- 
ing constant funds and circulating variable funds). But this average profit 
must be passed on in its entirety to the national treasury through the social 
income tax, or operating under this premise, one could appropriately distrib- 
ute control over its use to localities or enterprises, according to regula- 
tions. Enterprises or sectors should not be allowed to determine the alloca- 
tion themselves. When implementing the system of fixing prices according to 
production costs, implementation of the principle of “return on funds" would 
promote automatic conservation of the various investment funds used in large, 
medium and small enterprises and lessen the amount of fixed and circulating 
funds taken up; increase the speed of turnover of funds; increase fund inter- 
est rates; fully utilize the present technology and facilities; improve manage- 
ment and administration; and raise economic efficiency. The tax system in 
which average profit is regarded as social income tax and paid to the state, 
should be adhered to right up to the high stage of communism. It must never 
be discarded. 


Luo Geng-han believes that in implementing the system of fixing prices accord- 
ing to production costs, the various material bonus funds of the enterprises 
themselves and individual laborers (including collective welfare and the vari- 
ous individual bonuses, etc.) must not be connected with the legally stipulated 
profit included in the enterprise product cost. One must not rely on changing 
the profit of the plan itself and the intraplan profit into overplan and 
extraplan profit, and one must not rely on the enterprises improving manage- 
ment and administration and working the laborers harder to attain a reasonable 
distribution of overplan and extraplan profits. Otherwise, this could cause 
new inequalities to arise among sectors and enterprises. 


The Scope of Price Fixing for Commercial Prices 
Luo Geng-han said that implementation of the system of fixing prices according 
to the production cost is the reasonable criteria or orientation for state 


industrial product price reform. The problem we are facing, however, as far 
as the state industrial and commercial sectors and the state-run businesses 
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themselves and their consumers are concerned, is the factory's producer 
prices (i.e., businesses’ stocking prices), state selling prices and the 
businesses’ wholesale and retail prices. Marx unified them, calling them 
commercial prices. This is a higher form of price derived from production 
cost. What sort of reasonable standards should be followed when reforming 
commercial prices? The 6th chapter of the 2d volume of “Capital” by Marx, 
entitled "Circulation Costs" and the 17th chapter of the 3d volume, entitled 
"Commercial Profit,” contain scientific analyses of commercial prices and 
could be of help to commercial departments in understanding how to reform 
the country’s current commercial price structure. One should read Marx's 
scientific analysis and study it in combination with the nation's actual 
conditions. 


As for the issue of commercial price reform, Luo Geng-han made two points: 


1. The scope and constituent elements of commercial prices should include 

the producer prices of goods, the commercial profit of the distributed commer- 
cial funds, commercial indirect labor consumption, commercial live labor con- 
sumption, and indirect labor and live labor consumption incurred during the 
process of buying and selling goods. 


2. The objective basis and reasonable limits for commercial prices--this is 
the issue of the reasonable orientation of future price reform. When implement- 
ing the adjustment and reform of commercial prices, in addition to the neces- 
sity of adhering, in a planned way, to the internal relationships of the con- 
stituent elements of commercial prices relating to the prices of goods, one 
must also consider the issue of feasibility regarding the scope of the commer- 
cial pricing system, including the storage costs of goods, seasonal price 
differences, transportation costs, regional price differences, resource 
differentials, quality differences and the basing of prices on the various 
levels of value, etc. Only in this way can commercial price reform be rea- 
sonable and well-grounded and fulfill the overall reasonable requirements. 


Issues of Price Under the Influence of Supply and Demand 


The price issues discussed above by Luo Geng<-han are all under the conditions 
of supply and demand equilibrium. But in the actuai relations of socialist 
economics, supply and demand are never in equilibrium. When supply and de- 
mand are not in balance, how does this influence prices? How should this be 
handled? 


Luo Geng-han believes that in the present stage of socialism, elements of sup- 
ply and demand do influence prices. This influence exists objectively and is 
not changed by the will of the people. There are three reasons for disequili- 
brium of supply and demand: 1) a portion of scattered individual economic 
production or half-collectivized secondary and small production has still not 
been incorporated into the plan. It regularly develops spontaneously, and 
thus spontaneous supply-demand disequilibria develop and product prices in 
this portion of the economy spontaneously rise and fall. They must, in the 
main, be spontaneously adjusted by the law of value; 2) in the area of state- 
run industrial and commercial enterprises, various kinds of supply-demand 
disequilibria have been caused by temporary policy disasters or other severe 
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political interference. Three, certain supply-demand disequilibria are 
caused by resource limits and production technology limits in the state-run 
economy and major portions of the collective economy. 


A supply-demand disequilibrium necessarily affects prices. One cannot say 
that just because the socialist economy is a planned economy it can eliminate 
the influence of supply-demand disequilibria on prices. He gave his own opin- 
ion regarding the influence of supply-demand disequilibria on prices. 


The influence of disequilibria in supply and demand is not great. Basically, 
one can maintain the original prices and in the short term, bring them into 
adjustment through the plan. The spot prices of secondary, small-quantity 
goods must be suitably adjusted, and in order to facilitate the adjustment of 
supply and demand, adjustment can be made on the basis of floating prices 
(that is, within the range of the plan). As for the third above-mentioned 
disequilibrium, in general one should, step-by-step and in a planned manner, 
develop production, conservation, utilization and handling of goods and mate- 
rials to balance supply and demand. It is inadvisable to lightly use the 
method of raising the prices in the plan to put supply and demand in 
equilibriun. 


Lastly, Luo Geng-han said that the issue of price reform is very complex and 
that the implications are great. In addition to paying attention to the law of 
value, we are at present facing two problems: 1) the level of irrationality 
of current prices and the insufficiency of the statistical basis, the lack of 
coordination in the ranks and the lack of clarity about the situation; 2) in 
reforming prices, one must, wher. industrial and agricultural production has 
improved, reform funds (surplus goods and materials) before one can smoothly 
implement price reform. Price reform should be comprehensively administered. 
One must vigorously but carefully assess a problem and solve it (for example, 
the adjustment of cotton cloth and synthetic fiber prices). If the small re- 
forms envisaged for the next 3 years, the larger reforms in the Seventh 5-Year 
Plan and the four future 5-year plans are thoroughly implemented, everyone 
will be satisfied. 
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DOMESTIC TRADE 


ENCOURAGING MINORITY PRODUCTION, TRADE 
Yinchuan NINGXIA RIBAO in Chinese 21 Oct 83 p 1 


[Article by Xue Pan-ting [5641 4149 1694]: “Our Region's Commercial Depart- 
ments Are Conscientiously Completing the Work of Nationality Trade™] 


[Text] Our region's commercial, supply and marketing departments have consci- 
entiously implemented the party's nationality policy, accomplished the work 
of encouraging trade among the minority nationalities and have contributed to 
an improvement in the people's standard of living and the strengthening of 
minority nationality solidarity. 


Since the 3d Plenum of the Central Committee after the llth CPC Congress, all 
levels of this region's commercial, supply and marketing departments have, in 
cooperation with the departments of nationality affairs, strengthened their 
leadership in minority nationality trade. In order to improve the supply of 
Moslem foods to the urban and rural Moslem masses, investments by the Minis- 
try of Commerce and the Autonomous Region for construction of branch facili- 
ties for the sale of nationality goods have, in the years from 1981 to the 
present, already reached over 16 million yuan. Nationality branch facilities 
have been increased by 129 and Yinchuan's freezer capacity has been increased 
to over 2,500 tons, of which freezers for Moslem foodstuffs account for 1,800 
tons. In 6 counties and cities--Jingyuan, Haiyuan, Tongxin, etc.,--6 assem- 
bled-type freezers of 15 tons each have been newly built. Twenty-five stand- 
ing freezers have been provided to the basic-level beef and mutton shops and 
special vehicles used for the transport of Moslem foods have been deploved 

in every county and city. At the same time, technological restructuring of 
the Moslem food industry has been strengthened. Yinchuan's Moslem food fac- 
tories have been expanded and annual production of Moslem cakes and candies, 
etc., has been increased by more than 5,000 tons. Some city and county Moslem 
food businesses were also given investment subsidies and implemented expansion 
and restructuring. 


The irea commercial sectors at all levels have enthusiastically helped 
minoria.y uwationality commune personnel ard the masses to develop diversifica- 
tion and increase income. Our region's supply and marketing and commercial 
departments have, over many years, allocated 3.5 million yuan in production 
funds for 39 diversification items to support rural communes and brigades and 
help the masses develop planting, breeding and weaving industries, etc. They 
have already achieved good results. In the beekeeping industry, for example, 
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the original 400 colonies for the entire region have been increased to 30,000 
colonies. Last year, 2.29 million jin of honey were purchased, of which 1.72 

million jin were exported. The agricultural byproducts purchased by the con- 

mercial and marketing and supply departments were valued at 63.5 million yuan, 
three times the value in 1958, thus increasing the income of commune personnel 

and the masses and improving the standard of living of the masses. 


The supply of special goods for minorities has been increased. With the help 
of fraternal provinces, cities and regions, as well as the Ministry of Com- 
merce, the annual supply of silks and satins desired by minority nationalities 
reached 1.5 million meters, and the number of large red cotton-quilted coats 
reached 200,000. Nationality porcelain, Moslem hats, soup bottles, hanging 
pots and other goods, were basically in unlimited supply. The state also gave 
consideration to those goods in short supply, setting quotas and making arrange- 
ments for special items. For example, in the past 3 years, special items given 
consideration over the normal supply reached 8,400 famous brand-name bicycles 
and sewing machines, and 13,000 famous brand-name watches. Goods required for 
Moslem holidays such as ‘Id al-Adha and Corban, etc., are given priority in 
supply. In order to solve the problem of deficient-quality mutton and to 
develop the production of sheep, this year the Autonomous Region party commit- 
tee and the people's government have decided to change the classification of 
sheep from second category to third category, and beginning in October, to 
implement negotiated prices for procurement and parity prices for supply of the 
mutton provided to urban Moslems. For this item alone, the state will provide 
an annual subsidy of 2 million yuan to urban Moslems, which will cause farmers’ 
income to increase by 600,000 yuan. Price subsidies will be provided for the 
necessities of life of minority nationalities, such as iodized salt and brick 
tea. Annual subsidies will reach 400,000 yuan. 


In order to make a good job of nationality trade, our region's counties with 
Moslem populations--Xiji, Guyuan, Haiyuan, Jingyuan, Tongxin, Wuzhong, Lingwu, 
etc. --were classified as Nationality Trade Counties and implemented the three 
policies of profit retention, free funds and price subsidies. Beginning in 
1980, the profit-retention ratio for nationality trade enterprises was raised 
from 20 to 50 percent. These areas utilized profit retention to solve quite 

a few problems. For example, Guyuan County's commercial departments have, in 
the past 2 years, built over 7,000 square meters of laborer dormitories, over 
2,000 square meters of storehouses and retail outlets, etc. They have also 
increased commercial facilities and improved laborers’ welfare and made up the 
insufficiency in state construction funds. 


In recent years, all levels of our region's commercial departments have paid 
the closest attention to developing the special technologies and manpower of 
minority nationalities. The Autonomous Region commerce bureau opened a 
technician's school in 1980, enrolling 80 Moslem youths to study culinary 
techniques. At present, 40 have graduated, finding work in the catering trade. 
At the same time, various local commercial departments have also selected a 
group of Moslem cadres to be put in charge of freezer rooms for Moslem foods, 
and Moslem food products factories, restaurants and stores. 
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DOMESTIC TRADE 


BRIEFS 


XINJIANG MATERIAL SUPPLY--In 1983, the Xinjiang Regional Material Bureau did 
well in the supply of materials. The total value of materials purchased and 
sold by the bureau last year was 25.28 and 20.27 percent respectively more 
than in 1982. [Summary] [HK181530 Urumqi Xingiang Regional Service in Man- 
darin 1300 GMT 11 Jan 84] 


XINJIANG COMMERCE RESULTS--In 1983, the commercial departments and their 
affiliated organizations in Xinjiang Region constantly heightened their 
management level, resulting in the raising of economic results. The amount of 
profits they earned in 1983 was over 150 million yuan, an increase of some 1l 
percent over 1982. [Summary] [HK181530 Urumqi Xinjiang Regional Service in 
Mandarin 1300 GMT 11 Jan 84] 


CSO: 4006/256 
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FOREIGN TRADE 


GOVERNOR EXPLAINS FUJIAN'S FOREIGN ECONOMIC RELATIONS 
Fuzhou FUJIAN RIBAO in Chinese 23 Oct 83 pp 1-2 


[Article: "Some Questions on the Development of Fujian's Foreign Economic 
Relations; Provincial Governor Zhang Yifu [1728 6695 0479] Issues Written 
Statement to Foreign and Chinese Journalists") 


[Text] Xiamen, 22 Oct--Last night, Governor Zhang Yifu issued a written state- 
ment at a press conference. Important excerpts are as follows: 


A Brief Overview of the Development of Foreign Economic Relations During the 
Past 4 or More Years 


In 1979, the central authorities permitted Fujian Province to put into effect 
special policies and flexible measures with regard to our foreign economic ac- 
tivities. After 4 years of great effort, we have achieved certain economic re- 
sults and accumulated a number of experiences. So far, the province has ab- 
sorbed US$140 million in overseas Chinese and foreign capital. When we add to 
this the foreign exchange credit from the Bank of China, the total is US$230 
million. More than 4,000 pieces of technology and equipment have been intro- 
duced, more than 200 old enterprises have been renovated, and our level of 
technology and our productive capabilities have been raised. There are 18 
Chinese-foreign joint ventures, 42 Chinese-foreign cooperative ventures, 115 
compensatory trade firms, and 1 independent capital enterprise. We have also 
made certain progress in the development of international finance. 


Forms of Foreign Economic Cooperation 


The forms of foreign economic cooperation that we have developed are mainly 
Chinese-foreign joint ventures, cooperative ventures, independent capital ven- 
tures, as well as compensatory trade companies, rentals, etc. In the past few 
years, Chinese-foreign joint ventures have been the most common form. We wel- 
come overseas Chinese, compatriots in Hong Kong and Macao, compatriots in Tai- 
wan, and foreign investors to come to Fujian to run independent capital enter- 
prises. 


We will also continue extensively to develop imported materials processing, 
imported parts assembly, imported design processing and other businesses; to 
develop the import-export trade; and to develop contracts for projects abroad, 
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and labor-technology cooperation. We will also continue to expand the use of 
foreign exchange credit from the Bank of China and to increase arrangements 
for local foreign exchange in order to introduce technology and equipment and 
to renovate existing enterprises. 


Regarding the Proportion of Investment in Joint Ventures for Overseas Chinese 
and Foreign Businessmen 


The Chinese-Foreign Joint Venture Law stipulates that the proportion of the 

registered capital of a joint venture invested by a foreign participant gener~ 
ally should not be less than 25 percent. Concerning the proportion of invest- 
ment in specific projects, we will respect completely the wishes of investors, 
act in accordance with the principles of equality and mutual benefit, and reach 
an agreement in good will. 


Regarding the Distribution of Profits of Chinese-Foreign Joint Ventures 


After paying income tax on the gross profits earned by the joint venture, as 
Stipulated, and making reductions for the three funds (reserve funds, staff and 
worker bonus and welfare funds, and enterprise expansion funds) stipulated in 
the joint venture's articles of association, both sides may distribute the net 
profits. Distribution is generally carried out according to the proportion of 
capital invested by each side. 


In order to guarantee that investors earn reasonable profits, we will give 
special consideration for advanced technology and projects that are urgently 
needed domestically. We shall consider tax reductions and exemptions, and even 
concede profits, so as best to enable them to make a profit equivalent to the 
average profit margins in international markets. 


Regarding Tax Reductions and Exemptions 


Recently the state decided to further relax the restrictions on its policy of 
absorbing overseas Chinese and foreign capital. The main favorable measures, 
with respect to taxes, are as follows: Besides the favorable policies already 
promulgated by the state, Chinese-foreign joint ventures, which are to have an 
operating period of more than 10 years, shall be exempt from income taxes for 
2 years beginning the year in which profits are first made, and may deduct half 
of the income taxes for 3 years, beginning in the third year. As for Chinese- 
foreign joint ventures that have already begun operation, those whose periods 
of tax exemption in accordance with the original regulations have not expired 
may extend the period of tax exemption by 1 year; and those whose periods of 
tax reduction have not expired may extend the period of tax reduction by l 
year. Agricultural, forestry, and other Chinese-foreign joint ventures that 
have rather low profits and Chinese-foreign joint ventures operating in out- 
lying districts that are economically undeveloped may, after the expiration of 
their first 5-year period of tax reduction or exemption, have an extended tax 
reduction of 15-30 percent for the following 10 years. 


Regarding the unified industrial and commercial tax rates levied on Chinese- 
foreign joint ventures, those rates that are higher than industrial and 
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commercial tax rates on domestic enterprises shall be levied according to the 
industrial and commercial tax rates for domestic enterprises. 


The joint venture shall consider the machinery, equipment, spare parts and 
accessories, and other materials to be invested by the foreign participant, as 
stipulated in the contract; the joint venture shall use funds from the total 
investment to import machinery, equipment, spare parts and accessories, and 
other materials. Machinery and equipment imported in order to increase the 
capital of the joint venture, the domestic supply of which could not be guar- 
anteed, are without exception exempt from tariffs and unified industrial and 
commercial taxes, after approval by an auditing organization. 


Export products produced by joint ventures, except those whose export is 
restricted by the state, may be exempted from unified industrial and commer- 
cial taxes, upon approval by the Ministry of Finance. 


Products for domestic consumption produced by joint ventures which have trouble 
paying taxes when they first start operation may apply before a fixed deadline 
for reduction of or exemption from unified industrial and commercial taxes. 


Export products produced by joint ventures, ani raw and semi-finished materials, 
supplementary materials, primary components, spare parts and accessories, and 
packing materials imported frum abroad, are without exception exempt from tar- 
iffs and unified industrial and commercial taxes. Taxes on those [products] 
that are approved for domestic consumption should be paid according to regula- 
tions, or balanced if overdue. 


Investments for capital construction of a joint venture are exempt from con- 
struction taxes. 


Regarding Preferential Economic Treatment for Investments of Compatriots Over- 
seas and Our Fellow Countrymen in Taiwan 


The state is currently considering giving overseas Chinese who return to China 
to invest even greater preferential economic treatment than foreign businessmen 
receive. Concrete measures are already in the process of being drawn up, and 
they will be promulgated and put into force before long. 


It was decided to implement measures for particularly preferential economic 
treatment for our compatriots in Taiwan who invest in special economic zones. 
The essential [measures] are: 


Independent capital enterprises, joint ventures, and cooperative ventures newly 
opened in special economic zones by compatriots from Taiwan, which have periods 
of operation of more than 10 years, are exempt from enterprise income taxes 
from the lst to the 4th year, beginning the year in which profits are first 
made. They may reduce by half the enterprise income taxes from the 5th to the 
9th year. 


Thirty percent of those products manufactured using imported raw and semifin- 
ished materials, spare parts, and primary components imported by the enterprises 














listed above, which can be sold on the domestic market and must be imported, 
and advanced technology and equipment supplied by investors are permitted to be 
sold domestically. Products sold domestically should be marketed through chan- 
nels stipulated by the state. Taxes should be paid according to the regula- 
tions, or balanced if overdue. 


The enterprises listed above are exempt from land use fees during the period 
of construction and for the first 5 years of production. 


Compatriots from Taiwan who come to the city of Xiamen and invest in the reno- 
vation of outdated enterprises in the old urban district may also enjoy the 
special economic treatment above--except for exemptions from tariffs on mater- 
ials imported for production and 15-percent reductions on enterprise income 
taxes as stipulated by the state--as long as their products are intended for 
export. 


Regarding the Sale of Joint Venture Products 


The regulations for implementation of the Chinese-Foreign Joint Venture Law 
recently issued by the state clearly stipulate that products manufactured by 
joint ventures are encouraged to be sold abroad, but that they are also permit- 
ted for sale domestically. Products manufactured by joint ventures, which are 
urgently needed by China and must still be imported, may be sold mainly on the 
domestic market. Export products that can be sold on international markets 

and do not have distribution restrictions can be sold abroad in an increased 
proportion. Joint ventures have the right to export their products voluntar- 
ily, and may entrust the marketing organization of the foreign participant or 

a Chinese foreign trade company to act as a commission agent or distributor. 

In addition, they may attend the various export product trade fairs held in 
China. Whatever plans have been arranged by a joint venture for importing and 
exporting goods and materials, state foreign trade departments and customs will 
try to make the handling of imports and exports as convenient as possible. 

Any joint venture which must receive an import-export permit as stipulated by 
the state must draw up a plan for each year and make a declaration every 6 
months. 


Regarding Joint Ventures Purchasing Raw and Semifinished Materials, Fuel, Daily 
Necessities, and Office Supplies in Domestic and Foreign Markets 


Joint ventures may purchase raw and semifinished materials, fuel, equipment, 
and other goods and materials needed for production and management directly in 
domestic and foreign markets, within the limits of acceptable management. 


Regarding Joint Ventures Taking Applications and Employing Labor 


In its decisions to take applications, hire, fire, and discharge staff and 
workers, and in defining the criteria for wages for the enterprise, the form 
of wages, rewards, and allowance system, rewards and punishments, and other 
aspects, the board of directors of a joint venture enjoys complete autonomy 
within the limits stipulated by Chinese law, and is not bound by related rules 
and regulations in force within the country. 
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In line with business requirements, a joint venture may invite foreign special- 
ists or foreign firms to come to China, and may send people out of the country 
for training or to make business arrangements. 


Regarding the Extension of Credit by Domestic Banks to Joint Ventures 


In accordance with management requirements, a joint venture may apply to the 
Bank of China for foreign exchange credit and Renminbi credit. Interest rates 
on loans are applied according to the interest rates announced by the Bank of 
China. 


Regarding the Handling of Foreign Exchange by Joint Ventures 


In the management of foreign exchange, we provide the greatest possible conven- 
ience stipulated by the state for the capital of overseas Chinese, foreign capi- 
tal, and Chinese-foreign joint ventures. Joint ventures are permitted to keep 
foreign exchange in reserve, and may open foreign exchange accounts in Chinese 
banks. Foreign exchange taken in by joint ventures need not be sold to the Bank 
of China, but may be deposited directly in their foreign exchange accounts, and 
planned and utilized on their own initiative. Normal foreign exchange expendi- 
tures may be freely drawn from such foreign exchange accounts. 


Joint ventures may open accounts in banks abroad, or in Hong Kong and Macao, in 
accordance with business requirements, after approval by the Fujian branch of 
the Foreign Exchange Control Bureau. 


We protect the lawful rights and interests of investors. Enterprises using the 
capital of overseas Chinese, Chinese-foreign joint ventures, and overseas Chin- 
ese and foreign investors in independent foreign capital enterprises that are 
in special economic zones may apply to the Bank of China to make a withdrawal 
from the foreign exchange account of the enterprise. 


If overseas Chinese or foreign investors in the above-listed enterprises plan 
to transfer capital in the form of foreign exchange outside the borders of China, 
they may apply to the State Foreign Exchange Control Department to make a with- 
drawal from the foreign exchange account of the enterprise. 


After paying taxes on wages and other usual earnings in accordance with the law, 
foreign staff members and workers as well as staff and workers from Hong Kong 
and Macao of the above-listed enterprises may apply to the Bank of China for 
withdrawal of the full balance. 


Regarding the Introduction of Technology and the Introduction of Qualified 
Personnal 


We are not implementing the policy of opening to the outside world merely to 
absorb foreign exchange, but more to introduce technology, to introduce manage- 
ment, and to introduce qualified personnel. Technology may serve as investment. 
We welcome foreign specialists with technical knowledgeand management experience 
and overseas Chinese to come and work in Fujian. We will provide rather good 
living conditions and pay, and good working conditions, so as to bring their 
skills fully into play. 
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FOREIGN TRADE 


JAPANESE ECONOMIST VIEWS JAPAN-PRC, U.S. TRADE 
HK170610 Shanghai SHIJIE JINGJI DAOBAO in Chinese 2 Jan 84 p 1 


["Special" report by reporter Zhang Lianfu [1728 6647 4811]: "Mr Okita, 
Famous Japanese Economist, former Japanese Foreign Minister, and Director of 
Internal and External Policy Research Institute, Has a New Year Conversation 
With Reporter of This Newspaper" ] 


[Text] Tokyo, 27 December 1983--With the new year approaching, this reporter 
visited Mr Saburo Okita, famous Japanese economist, former Japanese foreign 
minister, and director of the Internal and External Policy Research Institute. 
In our conversation, he talked freely on the international economic situation 
and on the economic relations between Japan and China, and he also took the 
opportunity to express his new year greetings to readers of SHIJIE JINGJI 
DAOBAO. 


Conflict May Develop in Trade Relations Between Japan and the United States 
Because of Japan's Favorable Balance of Trade 


Mr Okita said: The current international economic situation is favorable for 
China to develop foreign economic trade. In the first 3 years of the 1980's, 
because of the second oil crisis and the high interest rates in the United 
States, and other factors, the world economy was plunged into a recession for 
a long time. In the OECD, the average annual rate of increase for the 24 in- 
dustrialized member states has been zero. Since the beginning of this year, 
the international economy has shown an upturn, and the U.S. economy has re- 
corded a steady increase. This is beneficial to the exports of various 
countries. Various countries in Asia have considerably increased their exports 
to the United States, and Japan also sees an economic recovery led by exports 


to the United States. Of course, how long this good situation can be maintained 


is a problem. The U.S. Department of Commerce has announced that the unfavor- 
able balance of trade this year amounts to $60 billion, and it may exceed $100 
billion next year. According to the analysis of some economic experts in the 


United States, economic growth in 1985 will be lower than in 1984. The Japanese 


economy will expand next year, and it is estimated that the growth rate may 
reach 4 to 5 percent. Conflicts may develop in trade relations between Japan 
and the United States because of Japan's favorable balance of trade. 
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The relations between Japan and China will develop steadily for a long time t« 
come in accordance with the “three principles" put forward by Premier Zhao. 
The three principles were put forward during an interview with me before 
Premier Zhao visited Japan. After the visit to Japan by General Secretary Hu, 
further progress has been made in the relationship between the two countries. 
Now thev have become “four principles.” When General Secretary Hu visited 
Japan, I was not at home, but I have heard that he was highly praised by 
various sectors of the country and he left a very good impression on Japan. 


; 
> 
’ 
4 


The economic exchanges between Japan and China old broad prospects. When 
China began to carry out economic readjustment, I went to see Chinese leaders 
on behalf of the Japanese Government. Problems later arose concerning the 
contract of complete sets of equipment. Fortunately, no great conflict 
occurred. At present, industrial and agricultural production in China is 
increasing quite rapidly, its foreign currency balance is in the black, and 
its economic development is in good shape. I think that the current policies 
in China, such as paying attention to economic results without too much enm- 
phasis on speed, making use of market adjustment, granting self-decision rights 
to enterprises and allowing the peasants to practice contract systems, are 
beneficial to the rational distribution and the development of the economy. 


Although Japan Does Not Practice Planned Economy, It Should Have a Plan Guiding 
the Orientation 


Japan practices a free economy, which is different from China's "taking planned 
economy as the key link, complemented by market readjustment.” Because Japan 
is a country without resources, it must produce products which are competitive 
in markets abroad. Therefore, although Japan does not practice planned 
economy, it should have a plan guiding the orientation. Enterprises in Japan 
cariy out keen competition, but at the same time, they are guided by the 
government. In this respect, they are quite different from the enterprises 

in Europe and in America. The economic systems of Japan and China are funda- 
mentaliy different, but they have something in common, that is, their enter- 
prises carry out competition. Therefore, the Japanese enterprises help China 
in carrying out a diagnosis of enterprises and implementing technological 
transformation. With respect to resources, Japan imports eight million tons 

of oil from China. In the past, Japan relied heavily on oil imports. In 1973, 
it reached 7/ percent, but now it has decreased to 62 percent, and is expected 
to decrease turther in the days to come. From a long-term point of view, the 
degree of dependence on oil trom the Middle East should also decrease. The 
coal resources in China rank third in the world. In the future, when the re- 
sources are fully exploited, China will enjoy a surplus of coal for export. 

As a result of the economy in energy resources and a change of industrial 
structure, the need tor coal in Japan is also decreasing. However, trom a 
long-term point of view, assisting China to exploit coal not only enables China 
to satisfy its domestic needs, but also helps China to boost its exports. In 
other respects, there are also conditions for economic cooperation between 
Japan and China. 








Economic Cooperation Between Japan and China is Beneficial to Both Sides, and 
Japan Will Benefit From the Economic Development of Asia 


Some people hold that Japan's assistance in the modernization programs of the 
Asian countries will make Japan suffer in the end (the so-called "flying dart™ 
phenomenon). As for myself, I maintain that Japan will benefit from the 
economic development of Asia. Economic cooperation between Japan and China is 
beneficial to both sides. Some people question the trade prospects between 
Japan and China, because it is no longer feasible to offer complete sets of 
equipment versus the supply of oil--the “leading role” in Japan-Chinese trade 
in the past. I think that we had expected too much in the past. In the 
future, even if there is no heavy-duty commodity in Japan-Chinese trade, there 
will still be ordinary commodities. For example, recently we have imported 
vegetables from China, and this is a type of trade we never envisaged in the 
past. Japan and China are close neighbors, and there is always an opportunity 
to develop trade activities. I think that trade between Japan and China will 
gradually expand on a more solid basis. 


Finally, Mr Okita said: Your newspaper has developed the establishment of the 
SHIJIE JINGJI DAOBAO agency, headed by Mr Wang Daohan [3076 6670 3211] and Mr 
Qian Junrui [6929 0193 3843], which enjoys a circulation of hundreds of 
thousands. I am delighted to see this. If the economic policies are to be 
implemented smoothly, it is very important to popularize the knowledge of 
economics. After the war, Japan also published many newspapers and journals 
to popularize the knowledge of economics, and held various report meetings, 
and in this way the operators of the enterprises and the cadres of different 
trade unions were able to understand the economic policies of Japan. Shanghai 
has close connections overseas and has conditions for running the newspaper 
well. I wish you many successes in your work! 
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FOREIGN TRADE 


UTILIZATION OF FOREIGN EXCHANGE URGED IN GUANGZHOU 
Guangzhou GUANGZHOU RIBAO in Chinese 21 Nov 83 p 2 


[Article by Yang Weisong [2799 4850 1516] and Shen Jicheng [3088 4949 2110]: 
"Do a Good Job in Utilizing Foreign Exchange Retained by Localities"] 


[Text] Improving the utilization efficiency of foreign exchange retained by 

the localities is a comprehensive issue. Judged from the actual situation in 
our city, we should first handle well some relations in regard to the guiding 
ideology for utilizing foreign exchange. 


l. Relation between general interests and local interests. While utilizing 
the foreign exchange retained by the localities, every unit needs to pay 
attention not only to its economic results but also to overall economic re- 
sults by proceeding from the situation of economic development in the whole 
city. Only when local and overall economic results are unified can the utili- 
zation of foreign exchange retained by localities be conducive to the read- 
justment of the whole national economy and create better overall efficiency. 
In the past few years, some of our projects utilizing foreign exchange lost 
efficiency. This is precisely caused by a lack of a concept of the overall 
situation. Therefore, we should correctly handle the relation between general 
and local interests in the utilization of foreign exchange. All units consider- 
ing the utilization of foreign exchange must submit to the need for economic 
reforms in the whole city. They should actively use foreign exchange to de- 
velop important products, products in short supply and projects needed for 
readjusting the economic structure. They should avoid using foreign exchange 
for unimportant products, products in oversupply and projects harmful to the 
readjustment of the economic structure even though they are beneficial when 
judged form the viewpoint of their own units. 


2. Relation between immediate and long-term economic results. While utiliz- 
ing the foreign exchange retained by the localities, we should pay attention 
not only to immediate but also to long-term economic results. In socialist 
construction, we should, of course, emphasize small investment, quick results 
and economic efficiency. However, we should also have a strategic point of 
view in considering long-term needs and interests. Judged from the current 
situation, it is correct to use foreign exchange on those projects which have 
better objective conditions and which can create more output with less input in 
a shorter period. In the past few years, we have: inly used foreign exchange 
retained by localities to import advanced equipment and raw materials needed 
for production and here achieved relatively good economic results. This is 
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needed in the current stage of the industrial foundation and economic develop- 
ment in our city and is, of course, correct. However, judged from the view- 
point of long-term development, merely importing machinery and raw materials 
is not enough. We should also gradually change over to the importation of 
advanced technology and the purchasing of patent rights. After over 30 years 
of socialist construction, Guangzhou City has already built a rather complete 
industrial system and a relatively solid scientific and technical foundation. 
This has provided the necessary material foundation for us to change from pur- 
chasing equipment and raw materials to importing advanced technology including 
patent rights of technology, inventor's patent rights, design drawings, proto- 
type airplanes and other technological data. We should have a broader vision 
and mind, avoid sticking to conventions, strive to draw lessons from other 
people's advanced experiences and create a new way to utilize foreign exchange, 
which is an objective demand of the economic development in our city. 


3. Relation between import and assimilation, transformation, innovation and 
popularization. We are often satisfied with using foreig: exchange to import 
advanced equipment; we seldom consider the assimilation, transformation, inno- 
vation and popularization of imported equipment. This way, importing one 
piece of equipment can create efficiency in only one piece of equipment. In 
order to improve the utilization efficiency of foreign exchange retained by 
the localities, we should not only guarantee the efficient utilization of 
imported equipment but also study, copy, modify, popularize and develop a 
selected amount of imported equipment. 


4. Relation between the efficient utilization of foreign exchange and the 
improvement of economic results. The foreign exchange retained by the local- 
ities is a part of socialist funds. Only when it is used as continuously 
working capital can it function to increase the value and wealth of society. 
Only by continuously accelerating its turnover speed can we improve its 
economic results. In order to do so, we must continuously invest foreign ex- 
change in the fields of production and circulation. In other words, we must 
fully utilize foreign exchange. If we let it lie idel, it will not be able to 
increase the value and wealth of society. In the past 3 years, about 25 per- 
cent of foreign exchange retained by the localities has been left unused in 
our city, causing a contradiction in which one place has too much while another 
does not have enough. This is unwise. In sum, if we are to improve the 
economic results of the foreign exchange retained by the localities, we must 
fully utilize the foreign exchange that has lain idle or is not in use for 

the time being. 
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FOREIGN TRADE 


UTILIZATION OF FOREIGN FUNDS URGED IN GUANGZHOU 
Guangzhou YANGCHENG WANBAO [Overseas Edition] in Chinese 27 Nov 83 p l 


[Interview by Qu Qicheng [0575 0796 7488] and correspondent Cai Zhongchao 
[5591 1813 2600] with Ye Chenghai [9673 3397 3189], chairman of the Guangdong 
Provincial Foreign Economic Commission, on issues concerning the utilization 
of foreign funds when he was presiding at the 6-day provincial foreign fund 
utilization work conference sponsored by the Guangdong Provinical People's 
Government beginning 22 November in Foshan City] 


[Text] Question: How do you evaluate the work of our province concerning 
the utilization of foreign funds in the past 4 years? 


Answer: In the past few years, we have resolutely carried out the decision of 
the CPC Central Committee concerning Guangdong Province implementing special 
policies and flexible measures in foreign economic activities and have tenta- 
tively opened up the situation in the utilization of foreign funds. By the 

end of September, our province signed more than 30,100 different contracts 

with foreign countries involving a total investment of $4.53 billion. At 
present, more than 15,000 contracts are being executed and $1.7 billion in 
foreign funds are actually being used. These projects have played an impor- 
tnat role in promoting the economic readjustment in our province, importing 
advanced equipment, transferring scientific management methods, developing 
foreign trade and exports and increasing employment. Of course, our work still 
has quite a few weaknesses and problems. The purpose of this work conference 
is to implement precisely the guidelines of the directive of the CPC Central 
Committee, further emancipate our minds, relax policies and do a better job 

in arousing the enthusiasm of all fields to create a new situation in the work 
of our province concerning the utilization of foreign funds. 


Question: Could you discuss what kind of measures our province will adopt to 
relax policies in regard to the utilization of foreign funds? 


Answer: I can talk only a little bit about it now. In order to carry out the 
decision of the CPC Central Committee on relaxing policies, we have tentatively 
devised some concrete measures. For example, we have exempted joint investment 
and joint management enterprises from paying tariffs on imported equipment, 
extended their income tax reduction and exemption period, made proper arrange- 
ments for a certain percentage of their products to be sold at domestic markets 
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and allowed them to enjoy equal treatment as domestic enterprises while pur- 
chasing raw materials in inland areas. We have also provided preferential 
treatment concerning the simplification of examination and approval procedures 
for importing equipment and materials. 


In fact, we have relaxed policies on many projects. For example, joint manage- 
ment was first adopted by our province on a trial basis and is now being widely 
used in our province. As far as the whole country is concerned, joint manage- 
ment has not been widely adopted as a way to utilize foreign funds. The state 
has not made any provisions concerning preferential treatment for joint manage- 
ment enterprises. However, since the very beginning of the construction of 
joint management tourist hotels such as the Baitiane, Zhongguo and Huayuan 
hotels in Guangzhou, our provin~e has given them preferential treatment by 
reducing and remitting tariffs and industrial and commercial consolidated taxes 
on imported building materials, interior electric appliances and equipment and 
other necessary articles. As for the equipment and materials needed to be inm- 
ported by other joint management projects in the fields of industry, agriculture, 
animal husbandry, aquaculture, culture, education, scientific research and 
medical and health work, the provincial forei.. economic commission has also 
reported each item to the general office of the customs to be examined and 
approved for the reduction and remission of import tariffs. 


Question: There are many overseas Chinese in our province. What kind of 
measures will our provincial government adopt to give preferential treatment 
to overseas Chinese investors? 


Answer: Overseas Chinese are our own flesh and blood. When they invest to 
support the construction of their motherland and hometowns, they deserve even 
better treatment than foreign investors. We assume that overseas Chinese 
making direct investments in independent, joint investment or joint management 
enterprises should be given better treatment than other investors of similar 
enterprises in regard to their income taxes, import and export tariffs and tax 
reduction and remission rates and period; the utilization fees of land and 
plant sites needed by enterprises with direct investment by overseas Chinese 
should be reduced in accordance with local regulations; and indirect investment 
of overseas Chinese should be given higher interest and exempted from taxes 
levied on income from interest. As a matter of fact, some of these measures 
have already been adopted in some overseas Chinese towns. The provincial 
foreign economic commission and overseas Chinese affairs office have been 
working on a provision for preferential treatment to encourage overseas Chinese 
investors. This provision will be made public and put into effect as soon as 
it is approved. 


Question: Our country has recently carried out party consolidation and move- 
ments to oppose spiritual pollution. Some people are very worried and afraid 
that China will change its open-door policy. What is your opinion? 


Answer: This is a complete misunderstanding. A few days ago, at a reception 
for Korean guests, Hu Yaobang, secretary general of the CPC Central Committee, 
clearly pointed out that one of our objectives in the party consolidation and 
anti-spiritual pollution movement is to promote our economic work further and 
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that the two are actually the same thing. We will continue the open-door 
policy. Some people thought that party consolidation and the anti-spiritual 
pollution movement were weakening the open-door policy. This is a misunder- 
standing. 


In sum, utilizing foreign funds is an unswerving strategic policy of China. 
Our province should continue to implement this policy, bring into full play 
our favorable conditions of being adjacent to Hong Kong and Macao and having 
many overseas Chinese foreign funds and further relax policies to create a 
new situation in the utilization of foreign funds. 
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FOREIGN TRADE 


FOREIGN TRADE INSTITUTE FOUNDED 
Tianjin TIANJIN RIBAO in Chinese 14 Sep 83 p l 


[Article by Liu Kai [0491 0418], vocational training journalism student at 
Tianjin Normal College: "Tianjin Foreign Trade School Established" ] 


[Text] An institution of higher learning for the training of personnel 
specializing in foreign trade--the Tianjin Foreign Trade Institute--has 
been formally established and yesterday morning held its first ceremony 
beginning the semester. Tianjin Vice Mayor Li Lanqing [2621 1526 3237] 
and the leading party group member in the Foreign Economic and Trade 
Ministry, Xu Xin [1776 0207], were present at the foreign trade school's 
opening ceremony and gave speeches. The leading comrades from all con- 
cerned ministries, committees, and bureaus of the city were present at the 
ceremony. 


At the ceremony, Vice Mayor Li Lanqing said that Tianjin is an important 
port for foreign trade, that it is the third largest port in the country, 
that its cargo-handling capacity is the fifth largest, and that it is an 
important import-export transport center for China's north and northwest 
{regions}. He said that at present, the quantity and quality of the 
foreign trade personnel are still not adequate, and that this is influ- 
encing the further development of foreign trade. At present, the most 
important thing is to train as quickly as possible a group of foreign 
economic trade personnel who can work independently. 


The school has temporarily established two special curricula in foreign 
trade--economics and foreign trade--English. The first group of students, 
60 in number, come from this city, the north, and the northwest. It is 
reported that later, along with the construction of the new school, new 
specialties will be established and student enrollment will be expanded. 
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FOREIGN TRADE 


AGREEMENT PROMOTES INTRODUCTION OF FOREIGN TECHNOLOGY 
Tianjin TIANJIN RIBAO in Chinese 12 Sep 83 p l 


[Article by Liu Kai [0491 0418]: "Promoting the City's Introduction of 
Technology and Importation of Equipment"] 


[Text] To promote the work of introducing technology and importing equip- 
ment into this city and speeding up the restructuring of the technology of 
present enterprises, the Tianjin Municipal International Trust and Invest- 
ment Company and the China Technology Import Company have reached a coopera- 
tive agreement. On the morning of 10 September, the vice chairman of the 
board and vice general manager of the Tianjin Municipal International Trust 
and Investment Company, Fan Yongzhong [5400 3057 0022], and the general 
manager of China Technology Import Company, Xu Deen [6079 1795 1869], repre- 
sented the two parties and signed the agreement. Present at the signing 
ceremony were Tianjin Vice Mayor Li Langing [2621 1526 3237]; the chairman 
of the Tianjin Municipal Foreign Economic and Trade Commission, Hou Yigang; 
Vice Chairman Ling Zhaoyuan [0407 5128 0337]; and others. 


The agreement stipulated that all imported items which Tianjin Municipality 
has determined should be handled by the Tianjin Municipal International 
Trust and Investment Company, or which the Investment Company has entrusted 
to the China Technology Import Company, will be considered as falling under 
the scope of cooperation between the two parties, and it will no longer be 
necessary to mutually entrust the handling of these items. As for imported 
items, both parties will jointly select the nations and firms from which 
the items are to be imported, organize the development of international 
work and, according to requirements, determine whether the international 
negotiations should be held in Tianjin or Peking. Both parties will be able 
jointly to sign international contracts, or the China Technology Import 
Company may sign the contracts alone. The signed contracts will be 
implemented in Tianjin by the Tianjin Municipal International Trust and 
Investment Company. 


12543 
cso: 4006/111 


65 











FOREIGN TRADE 


BRIEFS 


SHANDONG FOREIGN CONTRACTS--Since the 3d Plenary Session of the llth CPC 
Central Committee, Shandong Province has actively contracted with foreign 
countries to build projects and conducted cooperation in labor service. By 
the end of 1983, the province had contracted with four foreign countries to 
build five projects, with a total contract sum of $36.5 million. To promote 
such contract business and cooperation in labor service, the province estab- 
lished the China Qilu Construction Engineering Corporation and the Shandong 
Branch of the China National Construction Engineering Corporation. So far, 
the province has seen a smooth development in signing contracts and labor 
service cooperation with Democratic Germany, Kuwait, the Sudan and Guinea- 
Bissau. [Summary] [Jinan Shandong Provincial Service in Mandarin 2300 GMT 
9 Jan 84 SK] 


SHANDONG GOLD PRODUCTION--In 1983, Shandong Province overfulfilled the state 
assigned gold production quota by 13.16 percent. The gold output increased 
by 7.42 percent over 1982 and by 5.92 percent over the record year, 1980. 
Output value in gold industry totalled 83 million yuan, an increase of 6.41 
percent over 1982, and profits totalled 30 million yuan, up by 7.1 percent. 
In addition, of the 1983 total provincial gold output, over 50 percent was 
collected by the masses. [Summary] [Jinan Shandong Provincial Service in 
Mandarin 2300 GMT 3 Jan 84 SK] 


CSO: 4006/256 


66 











TRANSPORTATION 


PRESENT CONDITION OF CHINA'S HARBORS DISCUSSED 


Beijing JIAN CHUAN ZHI SHI [NAVAL AND MERCHANT SHIPS] in Chinese No 9, 8 Sep 
83 pp 2-3 


[Article by Feng Fangzhu [7458 2075 2691], Zhang Guozhen [1728 0948 4394] 
and Chen Lisheng [7115 0448 3932]: "The Present Condition of Our Country's 
Harbors" ] 


[Text] The harbor is a good place for ships to anchor, to load and unload 
passengers and cargos and as a depot and shelter. It is the linking point 
and communications center of sea and land routes along the coast, a dis- 
tributing center for freight transport at home and abroad and a place for 
exchanging means of transportation. 


In fact, the harbor is not only a "point" but is primarily an "area." The 
building and development of a harbor requires not only that the harbor site 
itself embrace superior natural conditions, but more importantly requires 

the presence of a broad hinterland that "nurtures" it. In particular, it 
must have large cities as "backups." At the same time, it must be linked 

up with convenient land communications and transportation lines and a large 
number of sea routes. The integration of the "area" with these lines is 
focused on this "point'=--the harbor, and determines the scale of this harbor, 
which is concretely reflected in the loading and unloading capacity of the 
harbor. 


Economic and Geographic Characteristics 


Our country faces the Pacific Ocean on the east, and has a coastline that 
is over 18,000 km long. We have over 5,000 islands, with an island coast- 
line that is over 14,000 km long. The total length of coastline is over 
32,000 km, which makes our country one of the countries in the world that 
has a relatively long coastline and a large number of islands. We have 
many outstanding harbors along the coast. Departing from the harbors along 
the coast in our country, we can reach the harbors of all the countries in 
the world, and our shipping distance to Europe is roughly the same as that 
to America. The shipping lines to the important regions such as Japan, 
Southeast Asia, the South Asian subcontinent, the Middle East and Australia 
are shorter. There are several dozens of domestic shipping lines along the 
coast. The international shipping lines and domestic shipping lines are 
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linked together with the coastal harbors, thus providing extremely convenient 
conditions for our country's shipping. 


Many important harbors in our country are formed on the basis of outstanding 
geographic factors for shipping. These harbors include the comprehensive 
harbors along the coast of the mainland that are most well-known throughout 
the country--Shanghai, Tianjin, Dalian and Huangpu. These four large harbors 
are also the largest ports in our country handling external trade and are 
world-famous international trading harbors. Not only are these harbors link- 
ed up by a large number of shipping lines but they are also linked up with 
the broad hinterland. They all have nationwide important economic zones as 
well as nationwide specially large cities or large cities (with a popula- 
tion of over i million) as their backups. The nationwide important economic 
zones, particularly the specially large cities, are the industrial, commer- 
cial and banking centers for several provinces and regions, and are also 

the foreign trade bases, communications centers and localities where popula- 
tion is assembled. These are all the most important factors for the devel- 
opment of a harbor. 


Shanghai Harbor has the Chang Jiang Valley as its broad hinterland, has the 
economic zone which includes the lower course of the Chang Jiang with Shang- 
hai Municipality as the center as its backup, and has the largest city in 
the country--Shanghai--as its backup. Tianjin Harbor and its hinterland 
include the broad area of north China and the northwestern region. They 
have the Bejing, Tianjin and Tangshan economic zones as their backups and 
have the third largest city in the country--Tianjin--as their backup. 
Huangpu Harbor and its hinterland include the broad area of Guangdong and 
Guangxi, Hunan and southern Jiangxi. They have the economic zone of the 
delta of the Zhu Jiang with Guangzhou as the center as well as the specially 
large city--Guangzhou--as backups. Dalian Harbor has the three northeastern 
provinces as its broad hinterland, has the northeastern economic zone with 
the specially large city of Shenyang as the center as well as the large city 
of Dalian as the backups. Furthermore, because these four large harbors 
themselves possess superior natural conditions, they have currently develop- 
ed into the largest comprehensive harbors along the coast of our country, 
and have constituted the general structure of harbors along the coast of 

our country in the p!an for the entire country. The rational arrangement 

of our country's harbors and piers is developed from this general structure. 


In addition to the above-mentioned four large harbors, the large coastal 
harbors of our country also include Hong Kong, which is one of the rare 
natural harbors in the world as well as the most important trading center 
in the Asian and Pacific regions and one of the major shipping centers in 
the world. At present, it has become the world's seventh largest harbor 
and third largest container harbor. Here, the world-famous Kuiyong con- 
tainer wharf region is built. 


Our country's largest island is Taiwan, while Taiwan Province includes the 
island of Taiwan, the Penghu Islands, Chiwei Island and Diaoyu Island. It 
is situated some 100 km southeast of the mainland. It is situated at the 
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center of shipping in the Far East and the necessary passage to Northeast 
Asia and Southeast Asia. Gaoxiong Harbor on the island is a world-famous 
container harbor and is the largest harbor in Taiwan Province. Jilong Harbor 
is the second largest harbor in that province. Taizhong Harbor is a newly 
built harbor. 


After the Opium War of 1842, the British imperialists successively occupied 
the island of Hong Kong and the southern tip of the peninsula of Kowloon. 

In 1898, they forcibly leased the peninsula of Kowloon in the region south 
of the Shenzhen He. Taiwan Province is currently illegally occupied by the 
Guomindang. The unification of the motherland and the recovery of Hong Kong 
will strengthen the development of our country's harbor facilities. 


The Specialization of Harbors and Piers 


The above-mentioned comprehensive harbors are also our country's major in- 
ternationa] trading harbors. Piece and sundry goods for foreign trade play 
an important position in these harbors. The loading and unloading capacity 
of piece and sundry goods for foreign trade of the Shanghai Harbor consti- 
tutes around 30 percent of the piece and sundry goods for foreign trade 
throughout the country (not counting Taiwan Province and the region of Hong 
Kong), and is first in the country. Tianjin Harbor came second, followed 

by Dalian Harbor and Huangpu Harbor. The piece and sundry goods in external 
trade require transportation by containers. The special-purpose piers and 
berths for our country's international containers are currently all being 
built at these international trading harbors. The special-purpose berth at 
Tianjin Harbor, which has an annual handling capacity of around 100,000 
standard containers, has been completed and has entered production in 1982. 
There are three more special-purpose berths, each having an annual handling 
capacity of 100,000 standard containers, which are under construction. At 
Shanghai Harbor, the complementary facilities of a special-purpose berth 

for international containers, which were transformed from the 10th loading 
and unloading operation area, have been completed. Two other special-purpose 
berths, each having an annual handling capacity of 100,000 standard contain- 
ers, are also under construction. At Huangpu Harbor, two special-purpose 
berths, each having an annual handling capacity of 100,000 standard con- 
tainers, have been partially completed. Special-purpose container berths 
will also be built at Dalian Harbor. 


Our country's industrial and agricultural production and population are 
primarily distributed along the coastal regions. Besides Taiwan Province 
the region of Hong Kong, the 11] provinces, municipalities and autonomous 
regions of Liaoning, Hebei, Beijing, Tianjin, Shandong, Jiangsu, Shanghai, 
Zhejiang, Fujian, Guangdong and Guangxi constitute roughly 14 percent of 
the total land surface throughout the country and yet have concentrated 
over 60 percent of the industry throughout the country. However, the 
coastal industrial regions lack fuel and raw materials, as well as staple 
goods, such as coal, for civilian use and coal, petroleum and minerals 
needed in industry. Most of them have to be transported to the coastal 
harbors from the hinterland and then transported to the regions of consump- 
tion. This way, specialized coastal harbors and p ers for the transportation 
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as well as loading and unloading of energy resources and minerals have been 
formed. This is an important characteristic of the coastal harbors and 
piers in our country. The specialized harbors and piers, from north to 
south, that are well-known throughout the country, are: the Nianerwan and 
Siergou petroleum pier and the Ganjingzi coal pier of Dalian Harbor; the 
coal and petroleum pier of Qinhuangdao Harbor; the coal pier of Qingdao 
Harbor and the Huangdao petroleum pier; the coal pier of Shichiu Harbor, 
the coal pier of Lianyun Harbor; the sixth and seventh coal loading and un- 
loading operation zones of Shanghai Harbor, the petroleum pier of the Shang- 
hai Petrochemical General Plant, and the minerals pier of the Baoshan Iron 
and Steel Works; the minerals pier of Basuo Harbor; the coal, minera!s and 
petroleum pier of Zhanjiang Harbor; and so on and so forth. These are all 
special-purpose piers that have a relatively high degree of specialization. 
In addition, there are a few special-purposed piers for handling grain and 
timber. 


In order to welcome the new situation of the swift development of the na- 
tional economy, we must change the harbor outlook as quickly as possible 
and speed up the realization of the modernization of communications and 
transport. In recent years, besides building and rebuilding harbors and 
piers along the coast, the piers are swiftly developing in the direction of 
specialization. This is an important characteristic of our country's coast- 
al harbors at the present stage. 


The World's Highest Volume of Pier Traffic 


The volume of pier traffic of our country's major harbors is the highest 
among the various large harbors in the world. Take the piece and sundry 
goods, which are difficult for loading and unloading and have low efficiency, 
as an example. The average annual loading and unloading volume of a sundry 
goods berth abroad is generally 200,000 tons. For instance, it is 200,000 
tons in Japan and only 100,000 tons in the United States. However, Che 
average annual traffic volume of the sundry goods berth of the fifth loading 
and unloading operation zone at the Shanghai Harbor is over 350,000 tons. 


In terms of the average traffic volume of each berth of the entire harbor, 
our country's major harbors also have the highest volume in the world. 

Still taking Shanghai Harbor as an example, the statistics of 1978 show 

that the average annual traffic volume of each berth was 864,000 tons, while 
that of Hamburg in West Germany was only 78,500 tons; that of Antwerp in 
Belgium, 93,200 tons; that of Osaka in Japan, 527,000 tons and Kobe, 590,000 
tons. The pier and berth traffic volume of Shanghai Habor was 10 times 
higher than that of Hamburg, and was still 46 percent higher than the highly 
efficient Kobe. In 1978, Shanghai Harbor completed a loading and unloading 
volume of 80 million tons, which surpassed that of Hamburg, Antwerp and 
Osaka, and entered the rank of the world's large harbors. 


The major reasons why the traffic volume of our country's major harbors is 
so high are because, in recent years, we have raised the level of speciali- 
zation of the piers of these harbors, improved business management and 

adopted the system of three-shift operation. In particular, it is because 
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the socialist enthusiasm toward labor of the loading and unloading workers 
is high. However, this also reflects, on the other hand, that there is 
serious inadequacy in our country's piers and berths. At present, our coun- 
try only has seven harbors (not including Hong Kong, Gaoxiong and Jilong) 
that have an annual loading and unloading volume of over 10 million tons. 
On the average, there is only 0.35 harbor for every 1,000 km of coastline. 
The United States, on the other hand, has an average of four harbors with 
an annual loading and unloading volume of over 20 million tons for every 
1,000 km of coastline. At present, the annual loading and unloading volume 
of Shanghai Harbor is close to 90 million tons, and yet there are only 97 
berths. Hamburg, which has a considerably smaller loading and unloading 
volume than Shanghai Harbor, has 701 berths, while Antwerp has 741 berths, 
and even Osaka has 148berths. The shortage of berths, under certain cir- 
cumstances, will bring about the serious phenomena of overloading ships 

and overloading the harbors. Thus, an important key to strengthening our 
country's water transportation is to speed up the construction of harbors. 


Speed Up the Building of Harbors in Our Country 


Our country has already emphasized the building of harbors as an important 
content in accelerating the realization of the four modernizations. Since 
Liberation, we have successively rebuilt, built and expanded a batch of 
harbors and piers. In particular, through the effort of the last several 
years, we now have over 300 large-scale, medium-sized and small berths along 
the coast that are directly under the Ministry of Communications. Among 
them, there are over 140 deepwater berths for ships over 10,000 tons. Our 
country has preliminarily built over 20 harbor cities. The population of 
these harbor cities constitutes around one-fifth of the population through- 
out the country, and the value of their industrial output constitutes one- 
third of the value of industrial output throughout the country. These 
cities have become the primary bases for developing the national economy 

in our country. 


However, the present condition of our country's harbors is still far from 
meeting the needs of the development of the national economy. By 1985, our 
country will build 54 new deepwater berths and increase the loading and 
unloading capacity to over 100 million tons. The newly built ones will in- 
clude Bayuquan, Shijiusuo, Beilun Harbor and Chiwan Harbor. The expanded 
harbors will include Dalian, Qinhuangdao, Tian, Yantai, Qingdao, Lianyun, 
Shanghai, Shantou, Huangpu, Zhanjiang and Beihai. 


In his article entitled "Strengthen Our Sense of Urgency and Speed Up the 
Building of Harbors," published in the 20 March 1983 issue of RENMIN RIBAO, 
Li Qing, head of the Ministry of Communications, pointed out: In the first 
10 years, we plan to take Dalian, Qinhuangdao, Tianjin, Qingdao, Shijiusuo, 
Lianyun, Shanghai, Huangpu and Zhanjiang as the keys, and build a batch of 
new piers and berths, and strive to quadruple the number of berths and num 
ber of deepwater berths along the coast, so as to enable harbor planning 
throughout the country to move toward a more rational trend. 
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(This is a reprint of the map published in BEIJING RIBAO of 

17 February of this year.) 

Sketch Map of the Newly Built and Expanded Coastal Harbors--during 
the Sixth Five-Year Plan (1981 to 1985), 54 deep-water berths will 
be built, with a loading and unloading capacity of 100 million 
tons. 

Key 

Newly built harbors 

Expanded harbors 

Original harbors 

Railroad stations and lines 

Sea routes 

Taiyucn 

Shijiazhuang 

Beijing 
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[Key continued on following page] 


72 











9335 
CSO: 


13. Tianjin 

14. Qinhuangdao 
15. Longkou 

16. Bayuquan 
17. Dandong 

18. Dalian 

19. Yantai 

20. Weihai 

21 Shidao 

22 Qingdao 

23. Lianyungang 
24 Nanjing 

25. Shanghai 
26. Hangzhou 

27 Beilun 

28. Wenzhou 

29. Mawei 

30. Jilong 

31. Gaoxiong 
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Xiamen 
Shantou 
Hong Kong 
Macau 
Zhan jiang 
Haikou 
Sanya 
Basuo 
Beihai 
Fangcheng 
Nanning 
Huangpu 
Changsha 
Nanchang 
Wuhan 
Hefei 
Zhengzhou 
Shijiusuo 
Jinan 











TAIWAN 


BRIEFS 


FOREIGN HIGH TECHNOLOGY INVESTMENT--Taipei, 24 Jan (XNA)--The Republic of 
China is intensifying its efforts to attract foreign investment in high- 
technology areas and hopes to eventually make Taiwan the manufacturing and 
marketing center in Asia for Western high-tech firms, according to Economics 
Minister Chao Yao-tung. Chao made these remarks Sunday when he addressed 
guests from overseas who had come to attend the 1984 World Freedom Day 
activities. He stressed that the nation is faced with the challenge to up- 
grade its economic structure, and it has to develop technology-intensive 
products so as to sustain economic growth. In the meantime, the Ministry of 
Economic Affairs (MOEA) recently announced a list of the items for which the 
nation welcomes foreign investment or technology transfer. The list is to 
be distributed by MOEA's overseas offices to potential foreign investors. 
Major technologies to be acquired, according to the list, include those for 
the manufacturing of electro-optical semiconductors, optical fiber communi- 
cations equipment, carbon fiber, industrial robots, servo and spindle 
motors, and remote sensing exploration equipment. [Text] [0W240409 Taipei 
CNA in English 0326 GMT 24 Jan 84] 


CSO: 4020/060 
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HONG KONG MEDIA ON CHINA 


PLAN FOR ECONOMIC DEVELOPMENT OF HAINAN OUTLINED 
Hong Kong WEN WEI PO in Chinese 17 Nov 83 p 8 


[Article by staff reporter Cai Jianmin [5591 0256 3046]: "Hainan To Be 
Divided Into Six Zones for Construction" ] 


[Text] In order to better open up Hainan Island, the relevant quarters 
are preparing to divide its economy into six zones and on this basis to 
formulate an overall drive for its economic construction. This overall 
plan will be formulated next year. Yesterday in an interview with this 
reporter, Lei Yu [7191 1342], director of the Hainan Administrative Region 
Office of Guangdong Province, who recently went to Hong Kong to attend the 
ceremony for the inaugural flight from Hong Kong to Haikou, spoke highly 
of recent developments in opening up Hainan Island. 


Lei Yu said that Hainan Island's economy will be divided into six zones. 

In the first zone, Haikou, the political and cultural center of the island, 
there will mainly be developed light industry, electronics, foodstuffs, 
textiles and tourism. The second zone is Sanya, which will be developed 
into a tourist city, especially for winter tourism. Three other zones 

are the ports of Basao, Qinglan and Yangpu. The other zone is the Wuzhi 
Mountain area. On the basis of these six zones, a new overall plan will 
be formulated, and thus the natural resources of this valuable island 

will be exploited so as to implement better the state's policy for the 
island. 


He also said that since Hainan Island was opened to foreign capital in 
1982, it has attracted 26 projects totaling over $60 million in investment, 
and in 1983, from January to August, it attracted 11 investment projects 
totaling over $30 million. Thus, as of August of this year, it had 
attracted 37 projects with a total investment of over $90 million. The 
investment projects that were attracted are mainly for economic crops, 
tourism, light industry, etc. With regard to economic crops, mainly oil 
palms are grown, and the investment amounts to $30 million. 


Lei Yu said that on this valuable island of Hainan there are 33.47 million 
mu of land suitable for the development of agriculture, forestry and animal 
husbandry and that by the end of last year 2,160 mu had already been opened 
up and put into use. Because Hainan Island is located in the tropical and 
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subtropical zones, it is particularly suited for the growing of tropical 
economic crops like rubber trees and oil palms. In all of China, there 
are 8 million mu of land suitable for growing rubber trees, and Hainan 
has 6 million of them. Last year the island produced 110,000 tons of 
rubber, accounting for 70 percent of China‘s output. Furthermore, Hainan 
has rich mineral resources, with 35 kinds of minerals discovered. It is 
extremely rich in rare metals like titanium, cobalt and aluminum. At the 
Shilu Iron Mine, the average iron content of a ton of ore is 56 percent. 
The Qiongbei Oilfield, which is on land, is already producing petroleun. 


Lei Yu said that the climate on Hainan Island is good. It has many places 
of historic interest and scenic beauty, and it has many areas suited for 
expansion into tourist points. The development of tourism, transportation 
and communications are indispensable, and therefore Hainan is now carrying 
out major construction. 


The four ports of Haikou, Basuo, Yangpu and Qinglan are being extended, 
rebuilt or constructed. The three trunk roads in the eastern, western and 
central parts of the island, with a total length of 1,700 km, are being 
rebuilt. The Haikou and Sanya airfields are being extended. The Lingtou- 
Basuo railroad line is being linked up. 


With regard to communications in Haikou City, a 6,000-circuit automatic 
telephone switchboard recently went into operation 4 months ahead of 
schedule, and a 960-circuit microwave telecommunications station which 
will transmit from Haikou to Hong Kong via Guangzhou is being built. Also 
under construction is a microwave television station, and Haikou's electric 
power station is being designed and will be completed next year. 


9727 | 
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